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NOTE ON THE BEHEMOTH 

In the Jewish eschatology — of Babylonian origin— Behemoth and 
Leviathan designate two monsters. Behemoth luling the land (the desert), 
Leviathan the sea, the first male, tire second female The land ammals 
venerate Behemoth, the sea animals Leviathan, as then masters. Both 
are monsteis of the Chaos Accordmg to the apocalyptic writings, 
Behemoth and Leviathan will reappear shortly before the end of the 
world. They will establish a rule of tenor — but will be destioyed by 
God In other veisions Behemoth and Leviathan wiU fight each other 
incessantly, and finally will destioy each other The day of the righteous 
and just will then come They will eat the meat of both monsteis in a 
feast which announces the advent of a realm of God Jewish eschatology, 
the Book of Job, the prophets, the apociyphal writmgs are full of refer- 
ences to this myth, which is often differently interpreted and often 
adapted to political circumstances St Augustine saw in the Behemoth 
the Satan 

It was Hobbes who made both the Leviathan and the Behemoth 
popular His Leviathan is the analysis of a state, that is a political system 
of coercion m which vestiges ol the rule of law and of individual rights 
are still preserved His Behemoth, or the Long Parliament, however, dis- 
cussing the English civil war of the seventeenth centuiy, depicts a non- 
state, a chaos, a situation of lawlessness, disordei, and anaichy 

Since we believe National Socialism is — or tending to become — a non- 
state, a chaos, a lule of lawlessness and anarchy, which has ‘swallowed’ 
tlic lights and dignity of man, and is out to transfoim the world into a 
chaos by the supremacy of gigantic land masses, we find it apt to call the 
National Socialist system 


The Behemoth 



PREFACE 


The manuscript was finished when Germany attacked Russia, the 
book was being set up when Germany, to save hei face, declared vvar on 
the Umted States Since the authoi nevei believed in the possibility of 
Russian'Geiman collaboration, and since wai with the Umted States — 
whethei declaied or not— had been a fact since 1939, the two events did 
not affect his book. 

Yet even at the piesent wuUng the two events have deeply affected 
Gerrnany’s domestic situation, both mihtary and psychological. 

During the First Woild Wai, Germany had to fight on two fionts not 
only on the battlefield, but, since 1917, psychologically as well the two 
enemies weie Bolshevism and Wilsomanism Her defeat in 1918 signified 
the victory of these two doctrines over the semi-absolutism of the Empire, 
and, in the final competition between dcmociacy and Bolshevism, 
Wilson’s New Fieedom remained victoiious Today’s constellation is 
almost identical National Sociahsm is again fighting a psychological 
two-front war For the older generation of the Geiman people, America 
still IS the land of unlimited mdustiial possibilities , it repiesents a mode 
of life infinitely superior to a manipulated and terroiized culture To 
large groups of workers, whether communist 01 not, Soviet Russia is the 
realization of old dicams — this time combined with a militaiy efficiency 
as high and perhaps even higher than that of National Sociahsm 

A mihtary defeat of Germany is necessary. Whether National Socialism 
can be crushed without a military defeat, I do not know But of this I 
am certain a mihtary defeat will wipe it out The mihtaiy superiouty 
of the demociacies and of Soviet Russia must be demonstiated to the 
German people The philosophy of National Socialism stands and falls 
“With Its alleged ‘eflSciency’ This must be pioved untme The stab-m- 
the-back legend of 1918 must not be allowed to arise again More and 
better planes, tanks, and guns and a complete mihtary defeat will uproot 
National Socialism fiom the nund of the German people 

But this 13 not enough The war must be shortened by dividing 
Geimany and divorcing the laige masses of the people from National 
Soaahsm This is the task of psychological wai fare, winch cannot be 
dissociated from the domestic and foreign pohcies of Germany’s op- 
ponents Psychological warfare is not propaganda It is politics It con- 
sists m demonstrating to the German people that military superiority 
can be achieved by a democracy which does not claim to be perfect but 
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which rather admits its imperfections, and does not shun the long and 
arduous task of overcoming them 

I have endeavoured thioughout the book to use only oiiginal German 
sources for my analyses, which frequently differ sharply from current 
mterpretations of National Socialism The Introduction is not intended 
as a history or full critical analysis of the Weiraai Republic , it seeks 
merely to bring out the structural defects of the system I hope before 
long to publish a social history of the Republic 
The idea for the present book came from studies made at the London 
School of Economics and Political Science, where I had the great 
pleasure of woiking for three years I am deeply indebted to many 
suggestions I received fi om my friend Harold J Laski and from Professor 
Mon IS Ginsberg 

I am obliged to many friends, above all to my colleagues in the 
Institute of Social Research and to its diiectors, Di Max Horkheimer 
and Dr Fredeiick Pollock My friend Herbeit Marcuse went through 
some parts of the manuscript. Dr Otto Knchheimci gave me valuable 
suggestions on questions of crimmal law , Di A R L. Gurland placed 
his comprehensive knowledge of German mdustiy at my disposal My 
friend D V Glass helped me m the section on population problems My 
former assistant, Dr O K Flechtheim, now an instiuctor at Atlanta 
Umveisity, spent much time in research on the history of the Weimar 
Republic Professor E J Gumbel, now at the New School for Social 
Research, lent to me Ins many publications on lepublican justice 
The Honourable Thurman W Arnold, Assistant Attorney General of 
the United States, kindly peimitted me to use a memorandum oiiginally 
prepared foi him and the lectuies on the Geiman cartel system which I 
delivered bcfoie the members of the Anti-Tiust division in 1938 and 1939 
The Research Institute on Peace and Post-War Problems of the 
American Jewish Committee landly peimitted me to incoiporate my 
memo! andum on Gei many’s New Order Professor Robert M MacIver 
went through the final chapiei and made a number of valuable sug- 
gesbons 

Piofessoi Alfred E Cohn of the Rockefellei Institute for Medical 
Research was kind enough to place at my disposal a sum for editing 
expenses The editing was done by Messrs D V Glass, M I Finkelstein, 
and Noibeit Guteiman, who, together with Di Felix Weil, also assisted 
me in leading the proofs 

Acknowledgments are giatefully made to the followng publishei-s foi 
permission to repiint 

Little, Brown & Company, Boston, from Douglas Miller, Ton Can’t Do 
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(published by Reynal and Hitchcock) 
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INTRODUCTION 

THE COLLAPSE OF THE WEIMAR REPUBLIC 
' I The Empire 

FoRHALPAGENTURYor moi e the history of model n Germany pivoted 
around one central issue impenahst expansion thiough war. With the 
appearance of socialism as an industiial and pohtical movement threaten- 
ing the established position of industrial, financial, and agricultuial 
wealth, fear of this challenge to impeiiahsm dominated the internal 
policy of the empire Bismarck tiled to annihilate the socialist move- 
ment, partly by enticement and even more by a series of enactments out- 
lawmg the Social Democratic party and tiade umons (1878-90) He 
failed Social Democracy emeiged fiom this struggle stronger than evei 
Both Wilhelm I and Wilhelm II‘ then sought to underrmne the influence 
of the socialists among the German workers by introducing various social 
reforms — and also faded. 

The attempt to reconcile the working class to the state was carried as 
far as the luling foices dared , fuilher effoits in this dnection would have 
meant abandoning the very foundation on which the empiic rested — the 
semi-absolutistic and bureaucratic principles of the regime Only pohtical 
concessions to the woiking classes could bring about a reconcihation. 
The ruling parties weie unwdhng, however, to abolish the Piussian 
three-class franchise system and to establish a responsible paihamcntary 
government in the Reich itself and in the component states With this 
recalcitiance, notlung remained foi them but a wai to the death against 
socialism as an organized pohtical and industrial movement 

The methods of struggle selected took thiee basic foims (i) the re- 
organization of the Prussian bureauciacy into a ationghold of semi- 
absolutism , (a) the establishment of theaimyas a bulwark of monarchical 
power , and (3) the welding together of the owning classes 

The absence of any liberal mamfestation m this programme is sigmfi- 
cant The liberals had been defeated m Geimany in i8ia, in 1848, and 
again in the constitutional conflict of i86a By the last quarter of the 
nineteenth century, liberalism had long ceased to be an important, mili- 
tant pohtical doctrine or movement, it had made its peace with the 
empire On theoretical giounds, fuithermoie, the spokesmen of absolu- 
tism rejected liberalism as a useful tool against sociahsm Take the doc- 
trine of inalienable lights What was it but an instrument for the political 
rise and aggrandizement of the woiking classes? Rudolph Sohm, the 



great comervative legal historian, expiessed the cuuent conviction this 
way 

“From the circles of the thud estate itseli there have arisen the ideas 
■which now incite the masses of the foui th estate against the third 

What IS wiittcn in the books of the scholais and educators is nothing 
other than what is being preached in the streets . The education 
that dominates our society is the one that preaches its destruction 
Like the education of the eighteenth century, the^iesent-day educa- 
tion carries the revolution beneath its heait When it gives birth, the 
child It has nourished with its blood w'lll kill its own mothei 

The leorganization of the bureaucracy was tindei taken by Robert von 
Puttkamer, Prussian minister of the intei lor from i88ito 1888 Conti ary 
to common belief, the cailiei bureaucracy of the eighteenth and eaily 
mneteenth centuries was far from conservative and made common cause 
with the champions of the using industrial capitalism against feudal 
puvilege The tiansformation of the bureauciacy set m when the nobility 
itself began to participate extensively m capitalist enterpuse In a 
thorough-going purge, Puttkamer dismissed the ‘unreliable’ elements 
(mcludmg even libeials) The civil service became a closed caste, and 
the campaign to inject a spiiit of thoiough conservatism ■was as success- 
ful as in the army The kmg was finally able to demand by edict that the 
‘civil servants to whom the execution of my governmental acts is en- 
trusted and who, therefoie, can be icmoved from office by disciphnaiy 
action’, support his candidates in elections * 

Puttkamei brought still another weapon into the fight against social- 
ism inspued by the conviction that ‘Prussia is the special favouiite of 
God’,* he made rehgion a part of bureaucratic life ^ Euieaucracy and 
religion togethei, or rather the secular and cleiical bureauciacies, be- 
came the primary agencies against socialism The ideological accom- 
paniment was an unceasing denunciation of materialism and the glorifi- 
cation of philosophical idealism Thus Heinrich von Tieitschie, the out- 
standing Geiman historian of the pciiod, clothed his eulogies of power, 
of the state, and of great men in the same language of modern idealism 
that was bemg repeated in every university, school, and pulpit. A firm 
union was cemented between the Conservative party, the Protestant 
church, and the Piussian civil serwee 
The second step was the transformation of the army into a solid tool of 
reaction Ever since Frederick II of Prussia, the officer corps was diawn 
predominantly from the nobihty, who weie supposed to possess the 
natmal qualities of leadership Fiedenck II prefeired even foieign-boin 
noblemen to Pi-ussian bourgeois, whom he.— together with the men 
servmg in his armies— regarded as ‘canaiUe’ and brutes ® The Napo- 
leomc Wars shattered this army and demonstiated that troops held to- 
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gether solely by brute discipline weie fai mfeiior to the levolutionaiy 
armies of Fiance Under Gneisenau and Schainlioist, the Geiman airay 
was then leorgamzed and even democratized to a limited extent, but this 
development did not last long In i860, when MantcufFel had finished 
his puige, fewer than a thousand of the 2,900 line infanliy office! s were 
non-nobles AU the officeis’ commissions in the guaid cavalry and 95 
pel cent in the other cavalry and in the bettei infantiy legiments weie 
noblemen ’ 

Equally important weie the adaptation and leconcilialion of the aimy 
to bourgeois society In the ’80s, with the defeat of libeialisin among the 
bourgeoisie and the rising thieat of the socialist movement, the bouigeoisic 
abandoned its earhei opposition to the army-extension piogiamme An 
alliance developed between the two foimer enemies, and the ‘feudal 
bourgeois’ type appealed on the scene The institutional medium for this 
new type was the roseivc officci, diawn latgely fiom the lower middle 
classes to meet the tiemendous peisonnel pioblem cicated by the mciease 
of the aimy to a. war stiength of 1,200,000 in 1888 and 2,000,000 (3 4 pei 
cent of the total population) m 1902 The new ‘feudal bourgeois’® had 
all the conceit of the old feudal lord, with few of his virtues, little of his 
legard for loyalty or cultuie He represented a coalition of the army, the 
buieaucracy, and the owners of the laige estates and factories foi the 
joint exploitation of the state 

In France duiing the nineteenth cenltuy the aimy was fused into the 
bouigeoisie, in Geimany, on the contiaiy, society was fused into the 
army " The stiuctuial and psychological mechanisms that ihaiactcnzed 
the army crept steadily into civilian life until they held it in a fii m gi ip 
The leseive office! was the key actoi in this piocess Dtawn fiom the 
‘educated’ and privileged stiatum of society, he leplaced the less privi- 
leged but moie liberal Landweht officei (Reactionaries had always dis- 
trusted the Landweht and considered its officeis ‘the most important lever 
for an emancipation of the middle class’ In 1913, when the supply of 
lesei ve officeis from the privileged stiata pioved too small foi the larger 
aimy that had been pi ejected, the Piussian airay ministiy calmly can- 
celled Its plans foi an mciease lathei than open the doois to ‘democra- 
tization’ of the officti corps One lawyei lost his commission in the 
reserve for defending a hbcial in a cause calibre, io did a inayoi who had 
not stopped a tenant ol city piopcity fiom holding a socialist meeting ' ’ 
As for socialists, it was decided that they lacked the neccssaiy moial 
qualifications to be officeis 

The thud step was the leconciliation between agiaiian and industrial 
capital The depression of 1870 had hit agiicultuie haid Additional 
difficulties were cicated by the importation of Amciican grain, the lise 
of mdusti lal pnccs,’^'* and Chancellor Gapi ivi’s whole trade policy, which 
was dominated by a dcsiie to keep agiaiian puces low Driven to the 
point of despei ation, the agi ai lans 01 ganizcd the Bund del Landimtle 111 1 893 



and began a fight foi protective tarjffi on giain,^“ arousing the resentment 
of industiial capital 

A histone deal put an end to the conflict * The industrial gioups ivere 
pushing a big navy piogramine, and the agraiians, who had been eithei 
hostile oi indiffeicnt before, agieed thiough their main agency, the Pius- 
sian Consei-vative party, to vote for the navy bill in return for the indus- 
trialists’ suppoit for the piotective tariff The policy of amalgamating all 
the decisive capitalist foices was finally completed under the leadership 
of Johannes von Miquel, who, fiist as leader of the National Libeials in 
1884 and latei as Piussian mimstei of finance iiom 1890 to 1901, swung 
the right-wing majority of his paity behind Bismarck’s policies and 
inaugurated his famous Sammlungspolitik, the concentration of all ‘patri- 
otic forces’ against the Social Demociacy The Sammlungspolitik leceived 
Its supreme expression in the diiect couphng of gram tariffs with naval 
construction in 1900 The National Liberals, the Catholic Centie, and 
the Conservative pijrty had ariived at a common matenal basis 
The conclusion and aftermath of the First World War soon showed that 
the umon of reaction was too fragile a structure Theic was no univer- 
sally accepted ideology to hold it together (nor was there a loyal opposi- 
tion in the form of a militant libei al movement) It is sti ikingly evident 
that Impenal Germany was the one great power without any accepted 
theoiy of the state Where was the seat of sovereignty, for example? The 
Reichstag was not a paihamentaiy institution It could compel neithei 
the appomtment nor the dismissal of cabinet ministers. Only indirectly 
could It exert political influence, especially after Bismaick’s dismissal, but 
never more than that The constitutional position of the Piussian parha- 
ment was still woise , with the help of his specially devised ‘theoiy of the 
constitutional gap’, Bismarck had even been able to get along witliout 
parliamentary sanction foi his budgets. 

The sovereign power of the empiie resided in the emperoi and piinces 
assembled in the second chambei (the Bwidesrat) The princes denved 
their authority from the divme right of kings, and this medieval con- 
ception — m the absolutistic form it had taken during the seventeenth 
kentury — ^was the best Imperial Germany could offer as its constitutional 
theoiy The trouble, however, was that any constitutional theory is only 
an illusion unless it is accepted by the majority of the people, or at least 
by the dcciswe forces of the society To most Germans, divine nght was a 
patent absuidity How could it have been otherwise? In a speech at 
Komgsberg on 25 August 1910, Wilhelm II made one of his frequent 
divme-iight proclamations This is what he said 

‘It was here that the Great Electoi made himself soveieign Duke of 
Prussia by his own right, here his son put the loyal crown upon his 
head Frederick William I here established his authority like a 
* Seepp 169, 173 for a more detailed discussion 



lochei de bronze . and here my grandfather again put the royal 
crown on his head by his own light, definitely stiessing once again that 
It was giantcd to him by God’s Giate alone and not by paihaments, 
populai assemblies, and popular decision, and that, therefore, he 
consideied himself a selected insUument of Heaven , Considering 
myself an instrument of the Lord, I go my way ’ 

The innumerable jokes and cai toons that appeared deriding this par- 
ticulai restatement of the theory leave little doubt that no political pai ty 
took It seriously except the Gonsei vatives, and they only to the extent that 
the emperor identified himself with then class interests The justification 
of sovereign power is the key question of constitutional theoiy, howevei, 
and German writers had to avoid it There was no alternative in a 
country spht along so many lines — Catholic and Piotestant, capitalist 
and proletarian, large dandownei and industrialist — and with each so 
solidly oiganized into poweiful soaal organizations Even the most 
stupid could see that the emperoi was far from being the neutial head of 
the state and that he sided with specific leligious, social, and pohtical 
mtercsts 

Then came the test of a war that called foi the greatest saciifices m 
blood and energy on the part of the people The imperial power collapsed 
and all the forces of reaction abdicated m 1918 without the shghtest 
resistance to the leftward swing of the masses — all this not as the direct 
consequence of the mihtaiy defeat, howcvei, but as the result of an ideo- 
logical debacle Wilson’s ‘new ficedom’ and lus fouiteen points weie the 
ideological victois, not Gieat Eiilam and Fiance The Geimans avidly 
embraced the ‘new freedom’ with its piomise of an era of demociacy, 
freedom, and self-determination in place of absolutism and the bureau- 
ciatic machine Even Geneial Ludendorff, viitual dictator over Ger- 
many duiing the last years of the wai, acknowledged the superiority of 
the Wilsonian demociatic ideology ovei Prussian bureaucratic efficiency 
The Consei vatives did not fight — in fact, they had nothing with which to 
fight 


2 The Strug lURE or the Weimar Democracy 
GonsUtutions written at the great tuinmg-points of history always 
embody decisions about the future structure of society Furtheimoie, a 
constitution is moie than its legal text, it is also a myth demandmg 
loyalty to an externally valid value system To establish this tiuth we 
need only examine characteiistic constitutions in the history of modern 
society, such as the French revolutionary constitutions or the Constitu- 
tion of the United States They established the organizational foims of 
pohtical hfe and also defined and channelized the aims of the state This 
last function was easily accomplished in the libeial era The charters of 
liberty, whether they were embodied in the constitution or not, had merely 
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National Assembly. I advised the Field-Marshal not to fight the revolu- 
tion I proposed to him that the supreme army command make an 
alliance with the Social Dcmociatic party solely to lestoie an orderly 
government with the help of the supieme army command. The paities 
of the right had completely vanished ’i" Although it was consummated 
without the knowledge of Ebeit’s party or even of his closest collabora- 
tois, this understanding was in full accoid with the Social Democratic 
paity’s policy It coveied two points one negative, the fight against 
bolshevism , the other positive, the early convening of a national assembly 
a Nothing was said in the Hindenburg-Ebert agreement about the 
social structure of the new democracy That was coveied by the Stinnes- 
Legien agi cement of 15 November 1918, estabhshing a central woil ing 
committee between employers and employees Stinnes, repiesenting the 
former, and Legicn, the leadei of the Socialist trade unions, agreed on 
the following points Henceforth, employers would withdraw all suppoi t 
from ‘yellow dog’ oiganizations and would recognize only independent 
tiade unions They accepted the collective-bargaimng agreement as the 
means for legulatmg wages and labour conditions and piomised to co- 
operate with the tiade unions gencially in mdustzial matters There 
could haidly have been a moie tiuly pluralist document than this agree- 
ment between pnvate groups, establishing as the futuie structuie of 
German labour lelations a collectivist system set up and controlled by 
autonomous groups 1 

3 The agreement of 22 and 23 March 1919 between the government, 
the Social Democratic party, and leadmg party officials contained the 
following provision 

‘There shall be legally regulated workers’ repiesentation to super- 
vise production, distribution, and the economic life of the nation, to 
inspect socialized enterprises, and to contribute towaids bringing about 
nationalization A law providing for such representation shall be 
passed as soon as possible It must make provision for the election of 
Industrial Workmen’s and Employee’s Councils, which will be ex- 
pected to collaborate on an equal footing in the icgulation of labour 
conditions as a whole Further provision must be made foi distiict 
labour councils and a Reich labour council, which, in conjunction with 
the representatives of all othei producers, are to give their opinion as 
experts before any law is pi omulgated concermng economic and social 
questions They may themselves suggest laws of this kind The pio- 
visions outlmed shall be mcluded m the Constitution of the German 
Republic ’ 

Article 165 of the constitution did then mcorporate the provisions of this 
joint resolution, but nothing was done to carry out the promise except 
for the 1920 law establishing the woiks councils * 

♦ See pp 331, 345 for a discussion of the works council. 



4 The relation between the Reich and the various states was fixed by 
an agiecmcnt of 26 January 1919 The dieam of German unification 
was abandoned, as was Hugo Pieuss’s demand foi the dismembeiment of 
Prussia as the-first step m the unification of Geimany The fedeiative 
principle was again made pait of the constitution, though in a milder 
form than before, 

5 Finally, all eailiei agreements weie blanketed by an understanding 
among the parties of the Weimar coahtion the Social Democrats, the 
Catholic Centre, and the Demociats This undci standing included a 
joint decision to convene a national assembly as caily as possible, to 
accept the existing status of the buieaucracy and of the churches, to safe- 
guard the independence of the judiciary, and to distiibute power among 
the various stiata of the German people as later set foith in that section 
of the constitution devoted to the Fundamental Rights and Duties of the 
German People 

When it was finally adopted, the constitution was thus primarily a 
codification of agreements already made among different socio-political 
groupmgs, each of which had demanded and received some measuie of 
lecogmtion for its special inteiests 

3 The Social Forces 

The mam pillars of the pluralistic system weie the Social Democratic 
party and the tiade unions They alone in post-war Geimany could have 
swung the gicat masses of the people ovei to demociacy, not only the 
woikcis but also the middle classes, the section of the population that 
suffeied most fiom the process of monopolization 

Othei strata leactcd to the complex post-wai and post-i evolution 
situation exactly as one would have expected The big estate owners 
pursued a reactionary policy in every field Monopolistic industry hated 
and fought the tiade unions and the political system that gave the unions 
their status The army used every available means to strengthen chau- 
vims tic nationalism in ordei to restore itself to its foimer greatness The 
judiciary invariably sided with the right, and the civil services suppoited 
counter-revolutionai y movements Yet the Social Democracy was unable 
to organize either the whole of the working class or the middle classes It 
lost sections of the formei and never won a real foothold with the latter 
The Social Democi ats lacked a consistent theory, competent leadership, 
and freedom of action Unwittingly, they strengthened the monopolistic 
trends in German mdustry, and, placing complete leliancc on foimahstic 
legality, they wens unable to root out the reactionary elements m the 
judiciary and civil service or limit the army to its pioper constitutional 
role 

The strong man of the Social Democratic party, Otto Braun, Prussian 
pume minister until ao July 1932, when he was deposed by the Hinden- 



burg-Papen coup d'itat, attiibutes the failme of the paxty and Hitler’s 
successful seizure of powei to a combination of Veisailles and Moscow ““ 
This defence is neither accuiale nor particulaily skilful The Vei sallies 
Ti eaty naturally furnished excellent propaganda material against demo- 
cracy in general and against the Social Democratic party in paiticulai, 
and the Communist party unquestionably made inroads among Social 
Democi ats Neither was pi imaiily lesponsible foi the fall of the Republic, 
howevei Besides, what if Versailles and Moscow had been the two major 
factors in the making of National Socialism^ Would it not have been the 
task of a great democialic leadeiship to make the democracy work in 
spite of and against Moscow and Versailles? That the Social Demo- 
cratic paity failed lemains the crucial fact, legardless of any official 
explanation It failed because it did not see that the central pioblem 
was the imperialism of Geiman monopoly capital, becoming evei more 
urgent with the continued giowth of the piocess of monopolization. The 
more monopoly giew, the more incompatible it became with the political 
democracy 

One of Thorstein Veblen’s many great contributions was to diaw 
attention to those specific chaiacteiistics of German impeiiahsm that 
aiose fiom its position as a late-comer m the struggle for the woild 
maiket 

‘The Geiman captains of industiy who came to take the discretional 
management m the new era were foitunate enough hot to have matri- 
culated from the traimng school of a county town based on a letail 
business in speculative leal estate and pohtical jobbery They came 
under the selective test for fitness in the aggressive conduct of industiial 
entei prise The country being at the same time m the mam . 

not committed to antiquated sites and routes for its induslnal plants, 
the men who exercised discretion weie free to choose with an eye single 
to the mechamzed expediency of locations Having no obsolescent 
equipment and no out-of-date trade connections to cloud the issue, 
they were also free to take over the processes at their best and highest 
efficiency 

The efficient and powerfully oigamzed German system of our time 
was born under the stimulus of a senes of factois brought into the for- 
front by the First World War The inflation of the early ’aos permitted 
unscmpulous entrepreneurs to build up giant economic empires at the 
expense of the middle and working classes The piototype was the Stm- 
nes empire, and it is at least symbolic that Hugo Stmiies was the most 
mveteiate enemy of democracy and of Rathen^’s foreign policy 
Foreign loans that flowed mto Germany after 1924 gave German indus- 
try the hqmd capital needed to rationalize and enlarge then plants 
Even the huge social-welfare piogramme promoted by the Social Demo- 
ciacy mdircctly strengthened the centrahzation and concentration of 
22 



industry, since big business could fai moie easily assume the buiclen than 
the small oi imddle entiepreneui Trusts, combines, and cartels covf led 
the whole economy with a netwoik of authoiitaiinn organiyations 
Employcis’ oiganizations conti oiled the Uboui maiket, and big business 
lobbies aimed at placing the legislative, admimstiative, and judicial 
machinery at the service of monopoly capital 

In Geimany theie was nevei anything hi c tin populai aiiti-monopolv 
movement of the United States undei Thcodoic Rooscvi It anil Woodi ow 
Wilson Indusuy and finance were of course fiinily lonvinied that tiu 
cartel and trust lepicsented the highest forms of economic oigaiii/.ation. 
The independent middle class was not aiticulate in its opposition, i cpf 
against department stoi es and chains Though the middle i lass be loiigi cl 
to powetful picssuie groups, like the Fedeial Union of Geiman Iiichis- 
tiies,* big business leadeis weie invaiiably then spokcsnitii 

Labour was not at all hostile to the piocess ol tiustiiicadon. Thi 
Communists regarded monopoly as an inevitable stage in tlic devi loji- 
ment of capitalism and hence considered it futile to light capital con- 
centration rather than the system itself Iionically enough, the polity oi 
the leformist wing of the labour movement was not sigmfii antly dilh 1 1 nt 
m effect*® The Social Democrats and the Liade unions also icgaidi’d 
concentration as inevitable, and, they added, as a liighci foun ol lapital- 
ist organization Their leading tlieoiist, Rudolt Hilfeiding, summaii/ed 
the position at the pai ty’s 1927 convention ‘Oigamztd tapilahsm means 
1 eplacing free competition by the soi lal pi intiplc ul planiu d pi odui don 
The task of the present Social Dcmociatic gem lation is to uuukc siati 
aid in translating this economy, oigani-'ccl and duel ted by the c apilalisis, 
mto an economy dii ccted by the democialic state ' By ceoiiomic di luo- 
cracy, the Social Democratic paily meant a laigci shaio in (outiulling 
the monopolist oiganizations and bcttci protection loi the woikiis 
against the ill effects of conccntiation 

The largest trusts in German hisloiy weie foimcd duiing the Weimar 
Republic The merger m 1926 offoui laigt steel companiis in wcsitin 
Germany resulted in the foimadon ol the VeHimgle Slahlwede (the United 
Steel Woiks) The Vemmgte Obenchksischc IJuttmweike (the United Uppi i 
Silesian Mills) was a similai combination among the slei 1 mdiistties ol 
Uppei Silesia The I G Farbemndustrie (the Getman Dye Ttust) aiose m 
1925 through the meigei of the six laigest cotpoialions in this field, all of 
which had previously been combined m a pool In 1930 the capital slut k 
of the Dye Trust totalled 1,100,000,000 maiks and the numbet ol workcis 
it employed reached 1 00,000. 

At no time in the Republic (not even in the boom year of 1929) wei e 
the productive capacities of Geiman mdustiy fully, 01 even adequately, 
utilized The situation was worst m heavy industiy, espcrtally in toal 
steel, the very fields that had furnished the mdustual Icadeisliip duiing 
♦ See pp 193-4 
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the empue and that still dominated tne essential business organizations 
With the great depicssion, the gap between actual production and capa- 
city took on such dangeious piopoitions that governmental assistance 
became impel ative Caitcls and tariffs weie lesoited to along with sub- 
sidies in the foim of diiect grants, loans, and low interest rates These 
measures helped but at the same time they intensified another tin eat 
The framewoik of the Gciman government was still a paihamentary 
demociacy after all, and what if movements threatening the established 
monopolistic structure should aiise within the mass organizations^ As 
far back as November 1923, public piessuie had foiccd the Stresemann 
cabinet to enact a cartel deciee authorizing the government to dissolve 
cartels and to attack monopolistic positions gcncially Not once were 
these power utihzed, but the dangei to pimleges inheient in political 
democracy remained and obviously became moie acute in time of great 
crisis 


4 The Decline of Organized Labour 
The whole process of lationalization, concentration, and bureaucia- 
tization had serious repercussions on the social structure Certainly one 
of the most significant was the sei lous weakening of the po wei of the trade 
unions, best illustiatcd by the decline of the strike The strike, weapon 
has Its greatest effectiveness m a period of compaiatively fiee competition, 
for the individual employer’s power of resistance is relatively low. It 
becomes more difficult to strike successfully as monopolies develop and 
the strength of employers’ orgamzations gjows, and still more so when 
monopohes reach the scale of international cartels, as in steel Even 
stoppage of production on a nation-wide scale can be compensated by the 
cartel These are rules of general application 
The plurahsm of Weimar led to additional factors in Gei many Grow- 
ing state inter vention in business enterprises gave labour disputes the 
taint of strikes against the state, while governmental regulation led many 
worker to consider it unnecessary to join unions The unions for their 
pait weie not eager to fight a state m which they had so much at stake 
Above all, monopoly was making majoi — and for the unions deleterious 
— changes in the social stratification The increasing percentage of un- 
skilled and semi-skilled workers (and particularly of women workers) ; 
the steady mcrease in foiemen and supervisory personnel, the rise in 
the number of salaried employees in office positions and m the growing 
distribution apparatus, many oigamzed in non-socialist unions with a 
Huddle-class ideology®* — all these factors weakened the tiade-union 
movement The great crisis made matters worse, first because of the 
tremendous declme in production and the creation of laige masses of 
unemployed, and secondly because the accompanying political tension 
tended to make eveiy stake a political stnke,f which the trade unions 
♦ See pp 214-16 ■]■ On strikes, see pp 335-6 



flatly opposed because of their theories of revisionism and ‘economic 
democracy’. 

The close collaboration between the Social Democracy and the trade 
unions on the one hand and the state on the other led to a steady pro- 
cess of buieauciatization within the laboui movement This develop- 
ment and the almost exclusive concentration on social reform lendeied 
the Social Demociatic party quite unatti active to the youngei generation 
The clistiibution of paity mcmbetship, according to length of member- 
ship and by age gioup, is very resealmg 


Length of Membership 

Per cent 

Age Gioup 

Per cent 

5 years and under 

46 56 

25 years and undei 

7 82 


16 a6 

26 years to 30 

1034 

26 47 

II years to 15 

16 52 

31 years to 40 

16 years and over 

20 66 

41 yeais to 50 

51 years to 60 

61 yeai-3 or over 

27 26 
• '§57 

854 



What little freedom of action Social Democracy retained was further 
restricted by tlie Communist party Except foi the revolutionary days 
of 1918 and 1919 and the heyday of inflation and foreign occupation 
reaching a peak in July 1923, the German Communist party was not a 
directly decisive political force At one time it sought to be a small sect 
of professional revolutionists patterned aflei the Bolshevik party of 1917 , 
and at othei times a ‘revolutionaiy mass oigariizalion’, a kind of synthesis 
between the eaily Russian model and a stiuctuie such as the Social 
Democratic parly Its real significance lay 111 the fact that it did exert a 
very considerable indiiect influence A close study of the Communist 
paity would probably reveal moie about the characteristics of the Ger- 
man working class and of certain sections of the intelligentsia than would 
a study of the larger Socialist party and trade unions 
Both the Communists and the Socialists appealed primarily to the 
same social stratum the woiking class The very existence of a pie- 
dominantly proletarian party, dedicated to communism and the dicta- 
torship of the proletariat and stimulated by the magic picture of Soviet 
Russia and of the heioic deeds of the Octobei Revolution, was a perma- 
nent threat to the Social Demociatic party and to the conlroUing foices 
in the trade-upion movement, especially in periods of depression and 
social umest That tins threat was a real one though its magmtude was 
never constant is clear from the election and membership figures True, 
the Communists failed to orgamze a majoiity of the working class, smash 
the Socialist party, or captuic contiol of the trade umons The leason 
was as much their mabflity to evaluate correctly the psychological factors 
and sociological trends operatmg among German workers as it was their 
mability to break the material interests and ideological links that bound 
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the workers to the system of plurahstic democracy developed by reform- 
ism. NeverthelesSj the reformist policy was always wavering simply be- 
cause of the threat that the workers might deseit the refoimist organiza- 
tions and go ovei to the Communist party An excellent example is 
offered by the Social Democratic party’s hesitating tolciance of the 
Brunmg cabinet (1930-32) as compared with its definite opposition to 
the Papen and Schleichei cabinets (1932) The Communist paity had 
attacked all three as fascist dictatorships 

Reactionaries found in the Communist party a convenient scapegoat, 
not only m the attack against communists and Maixists but against all 
liberal and democratic gioups Democracy, liberalism, socialism, and 
communism were blanches of the same tree to the National Socialists 
(and Italian Fascists) Every law aimed supposedly against both Com- 
munists and National Socialists was invariably enforced against the 
Socialist party and the entiie left, but rarely against the right 

The policy of the Communist party itself was stiikingly ambivalent 
On the one hand, it gave the workers sufficient critical insight to see 
through the operations of the economic system and thus left them with 
little faitli m the security promised by hbeialism, demociacy, and re- 
formism It opened their eyes quite early to the transitory and entiiely 
fictitious chaiacter of the post-inflation boom The fifth Woild Congiess 
of the Coimntein had declaied on 9 June 1924 tliat capitalism was in a 
stage of acute crisis Though this analysis was prematuie and the con- 
sequently ‘leftist’ tactics of the Communist paity completely eironeous. 
It did prevent the complacency that developed among the Socialists, 
who saw m a boom financed by foreign loans the solution of all economic 
problems and who consideied every Social Democratic mayor or city 
tieasurer a first-rate financial wizard if he succeeded m seeming a loan 
from the Umted States Even at the veiy peak of the boom Communist 
leaders predicted that a severe depression was in store foi the world and 
their party was thus immunized from the dangeis of reformist optimism 

On the other hand, the ci editable features of the Communist analysis 
were more than balanced by the profoundly backward chaiacter of then 
pohey and tactics the spread of the leadership pi maple within the pai ty 
and the destiuction of party democracy, following the complete depen- 
dence on the pohey of the Russian party , the strong prevalence of 1 evolu- 
tionary syndicahst tactics , the ‘National-Bolshevist line’ , the doctrine 
ofsocial fascism, the slogan of the Volhsievolutwn, and finally, the frequent 
changes m the party line 

The one other potential ally, the Catholic Centre party, proved com- 
pletely undependable Undei Erzberger and foi a time under Josef 
Wirth, It had provided the most inspiring democratic leadership the Re- 
pubhe experienced With the growth of reaction, howevei, the light 
wmg became more and more predommant m the party, with Bi lining 
as the exponent of the moderate conservatives and Papen of the reac- 



tionaiy section Of the othei parties, the Democratic paity disappcaied 
from the political scene, and numeious splinter groups tried to take its 
place as spokesman of the middle class House-owneis, handicraftsmen, 
small peasants foimed parties of then own, revaluators organized a 
political movement They could all obtain some political expiession be- 
cause the system of piopoitional lepiesentation allowed every sectarian 
movement a voice and prevented the foimation of solid majorities. 


5 The Counter-Revolution 

On the very day that the levolution bioke out in 1918, the counter- 
revolutionary party began to oiganize It tiled many foims and devices, 
but soon learned that it could come to power only with the help of the 
state machine and never against it The Kapp Putsch of 1920 and the 
Hitler Putsch of 1923 had proved this. 

In the centre of the counter-i evolution stood the judiciaiy Unhke 
admmistrative acts, which rest on considerations of convemence and 
expediency, judicial decisions lest on law, that is on right and wrong, 
and they always enjoy the limelight of publicity Law is peihaps the 
most pernicious of all weapons in political stiuggles, precisely because of 
the halo that surrounds the concepts of right and justice ‘Right,’ Hock- 
ing has said, ‘is psychologically a claim whose infringement is met with a 
lesentment deepci than the injuiy would satisfy, a resentment that may 
amount to passion for which men will risk life and property as they would 
never do for an expediency When it becomes ‘political’, justice breeds 
hatred and despair among those it singles out for attack Those whom it 
favours, on the other hand, develop a profound contempt for the very value 
of justice , they know that it can be purchased by the powerful As a 
device for stiengthenmg one political group at the expense of others, for 
eliminating enemies and assisting pohtical allies, law then threatens the 
fundamental convictions upon which the tiadition of our civilization 
lests 

The technical possibilities of perverting justice for political ends are 
widespread in every legal system , in republican Germany they were as 
numerous as the paragiaphs of the penal code®® Peihaps the chief 
reason lay in the veiy nature of ciiminal trials, foi, unlike the American 
system, the proceedings were dominated not by counsel but by the pre- 
siding judge The power of the judge, furthermore, was strengthened 
year aftei yeai For political cases, the favourite statutoiy provisions 
were those dealing with ciiminal libel and espionage, the so-called Act 
for the Protection of the Republic, and, above all, the high treason sec- 
tions (80 and 81) of the penal code A comparative analysis of three 
causes ciUbres will make it amply deal that the Weimar cnminal courts 
were part and parcel of tlie anu-democratic camp. 



Aftei the downfall of the Bavarian Soviet Republic m 1919, the courts 
handed down the following sentences 

407 perspns, fortress impiisonment , 

1737 persons, prison , 

65 persons, imprisoned at hard laboui 
Eveiy adherent of the Soviet Republic who had the slightest connection 
with the unsuccessful coup was sentenced 

The contrast with the judicial tieatment of the 1920 iight-wing Kapp 
Putsch could not possibly have been moie complete Fifteen months 
after the putsch, the Reich ministry of justice announced officially on 2 1 
May 192 1 that a total of 705 chaiges of high tieason had been examined. 
Of them, 

412 in the opimon of the courts came undei the amnesty law of 4 
August 1920, despite the fact that the statute specifically excluded the 
putsch leadeis from its piovisions, 

108 had become obsolete because of death or other reasons, 

1 74 were not pressed, 

1 1 were unfinished 

Not one peison had been punished Noi do the statistics give the full 
picture Of the eleven cases pending on 21 May 1921, only one ended in 
a sentence, former Police President von Jagow of Berlin leceived five 
years’ honorary confinement When the Pi uasian state withdrew Jagow’s 
pension, the fedeial supreme couit oideied it restored to him The 
guidmg- spirit of the putsch, Dr Kapp, died befoie trial Of the other 
leaders, some like General von Liittwitz and Majois Papst and Bisehofi 
escaped , General Ludendorff was not prosecuted because the couit chpse 
to accept his alibi that he was present only by accident , General von 
Lettow-Forbeck, who had occupied a whole town for Kapp, was declared 
to have been not a leader but meiely a followei 
The third significant illusLiation is the judicial handling of Hitler’s 
aboitive Munich putsch of 1923 Hitler, Pbhner, Kriebel, and Weber 
received five years, Rohm, Frick, Bruckner, Peinet, and Wagner one 
year and three months Ludendoiff once again was piesent only by acci- 
dent and was released Although section 9 of the Law for the Protection 
of the Repubhc cleaily and unmistakably oidered the deportation of 
every alien convicted of high treason, the Munich People’s Couit exemp- 
ted Hitlei on the specious argument that, despite his Austrian citizenship, 
he considered himself a German 

It would be futile to relate m detail the history of political justice undei 
the Weimar Republic A few moie illustrations will suffice The penal 
code created the crime of ‘treason to the country’^® to covei the betiayal 
of military and other secrets to foreign agents The courts, however. 



Versailles I'reaty loiced Ueimany to disarm, the Keichswehr encouiaged 
the foimation of secret and illegal bodies of tioops, the so-called ‘black 
Reichswehr’ When hbeials, pacifists, socialists, and communists de- 
nounced tins violation of both international obligations and German law 
(for the treaty had become part of the German legal system), they were 
ai tested and tried for treason to the country committed through the press. 
Thus did the courts protect the illegal and reactionary black Reichswehr. 
Assassinations peipetrated by the black Reichswehr against alleged 
ti alters within then lanks (the notorious Fehme murders), on the other 
hand, were either not prosecuted at all or were dealt with lightly 

During the tiials of National Socialists, the courts invariably became 
sounding-boards for propaganda Wlien Hitler appeared as a witness at 
the trial of a group of National Socialist officers charged with high trea- 
son, he was allowed to deliver a two-hour harangue packed with insults 
against high government ofBcials and threats against his enemies, without 
being arrested for contempt The new techmques of justifying and pub- 
licizing National Socialism against the Weimai Republic were defended 
as steps designed to ward off the commumst danger National Socialism 
was the guardian of democracy, they shouted, and the courts were only 
too wilhng to forget the fundamental maxim of any democracy and of 
every state, that the coercive power must be a monopoly of the state 
through Its army and police, that not even under the pietext of saving the 
state may a pnvate gioup oi individual take arms in its defence unless 
summoned to do so by the sovcieign power oi unless actual civil wai has 
broken out 

In 1933 the police discovered a National Socialist plot in Hessen A 
Di Best, now a high official in the legune, had worked out a careful plan 
for a coup d'itat an 4 documentary proof was available (the Boxheimer 
documents) No action was taken Dr Best was believed when he 
stated that he intended to make use of his plan only m the event of a com- 
munist revolution 

It IS impossible to escape the conclusion that pohtical justice is the 
blackest page m the life of the German Republic The judicial weapon 
was used by the 1 eaction with steadily increasing mtensity Furthermore, 
this indictment extends to the entire record of the judiciary, and particu- 
larly to the change in legal thought and m the position of the judge that 
culminated in the new principle of judicial review of statutes (as a means 
of sabotaging social reforms) The power of the judges thereby grew at 
the expense of the parliament * 

The decline of parliaments repicsents a general trend in post-war 
Europe In Germany it was accentuated by specifically German con- 
ditions, especially by the monarchist-nationalist tradition of the bureau- 
cracy. Years before, Max Weber pointed out that sabotage of the power 



of parliament begins once such a body ceases to be just a ‘social club’.®* 
When deputies are elected from a progressive mass party and threaten 
to tiansfoim the legislature into an agency for profound social changes, 
anti-parhamentary trends invaiiably arise in one foim or another The 
formation of a cabinet becomes an exceedingly complicated and delicate 
task, for each party now represents a class, with inleiests and views of life 
separated from the others by sharp diffeiences For example, negotia- 
tions went on foi foui weeks among the Social Democratic, Catholic 
Centre, Democratic, and German People’s parlies before the last fully 
constitutional government, the Muller cabinet, could be formed m May 
igaS The pohtical diffeiences between the German People’s party, 
representing business, and the Social Democratic party, representing the 
worker’s party, were so deep that only a carefully worked out compro- 
mise could bring them together at all, while the Catholic Centre was 
always at odds with the others because of its dissatisfaction ovei insuffi- 
cient pationage 

So precarious a structure could not peimit its delicate balances to be 
upset too easily, and it became necessary to modify whatever parlia- 
mentary pi mciples might tip the scales Criticism of the governing pai ties 
had to be toned down, and the vote of censuie was actually used on but 
two occasions When no agreement could be reached among the parties, 
‘cabinets of experts’ weie set up (like the famous Guno cabinet in igag), 
allegedly standing above the political parties and their strife This 
travesty on parliamentary democracy became the ideal pf the reaction- 
aries, for It enabled them to conceal their anti-democi atic politics be- 
neath the cloak of the expert The consequent impossibility of applying 
parhamentary controls to the opeiation of the cabinet was the first sign 
of the diminution of parhamentary stiength 

The Reichstag’s actual pohtical power never corresponded to the wide 
powers assigned to it by the constitution In part the explanation lies in 
the striking social and economic changes that had taken place m Gei- 
many, lesultmg in an enormous complexity of economic hfe. Glowing 
legimentation in the economic sphere tended to shift the centre of giavity 
from the legislature to the bureaucracy, and growmg interventionism 
made it techmcally impossible for the Rciclistag fully to contiol the 
administrative power oi even to utilize its own legislative lights m full. 
Parliament had to delegate legislative power Democracy might have 
survived none the less — ^but only if the demociatic value system had been 
firmly rooted in the society, if the delegation of power had not been 
utihzed to depiive minorities of their rights and as a shield behind which 
anti-democratic forces cairied on the work of establishing a buieau- 
ciatic dictatorship 

It would be wrong to assume that the decline of parhamentary legisla- 
tive power was merely an outcome of the last, pie-fascist, period of the 
German Republic, say from 1930 to 1933 The Reichstag was nevei too 
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eager to letain the exclusive right of legislation, and from the very begin- 
ning of the Republic three competing types of legislation developed side 
by side As early as 1 9 1 g, the Reichstag voluntarily abandoned its supre- 
macy in the legislative field by passing an enabling act that gave sweep- 
ing delegations of power to the cabinet, that is, to the ministerial bmeau- 
ciacy Similar measures weie enacted m 1920, 1921, 1923, and 1926. 

The enabling act of 13 October 1923, to cite but one example, em- 
powei ed the cabinet to ‘enact such measures as it deems advisable and 
urgent in the financial, economic and social spheres’, and the following 
measures were pi omulgated under this authoiity a decree relative to 
the shutting down of plants, the cieation of the Deutsche Rentenbank, 
curiency regulation, modifications m the income-tax law, a decree intio- 
ducmg control of cartels and monopohes In the five yeais from 1920 
through 1924, 450 cabinet decrees were issued as compaied with 700 
parliamentary statutes The legislative power of the cabinet thus had its 
beginmng practically with the birth of the German parliamentaiy 
system 

The second index 6f pailiamentary decline is to be found in the 
character of the statute itself The complexity of the legislative set-up led 
the Reichstag to lay down only vague blanket principles and to give the 
cabmet the power of apphcation and execution 

The third and final step was the piesidential emergency decree, based 
on article 48 of the constitution While the Reichstag did have the con- 
stitutional right to repeal such emeigency legislation, that was small con- 
solation, since the right was moie appaient than leal Once measures 
are enacted, they affect social and economic hfe deeply, and though par- 
liament may have found it easy to abolish an emeigency deciee (the 
lowering of the cartel prices and of wages, for example), it could not so 
easily pass a substitute measuie. This consideration played some part in 
determimng the attitude of the Reichstag to the Bruning decrees of 1930 
introducing profound changes into the economic and social structure of 
the nation Mere repeal would have disrupted the flow of national life, 
while a substitute was impossible to achieve because of the antagonisms 
among the diffeient groups in parliament As a mattei of fact, much as 
the parties may have decried the delegation of legislative power to the 
president and the buieaucracy, they were often quite happy to be rid of 
the responsibihty 

The' keystone of any pailiamentary system is the light of the legisla- 
ture to control the budget, and this collapsed during the Weimar Re- 
pubhe. The constitution had lestricted the Reichstag somewhat by for- 
bidding It to increase expenditures once they were pioposed by the cabi- 
net, except with the consent of the federal council Apart from this 
luratation, however, all the necessary safeguards of the budgetary lights 
of parliament had apparently been written mto the budget law {Reich- 
shaushaltsordmng) of 31 December 1922 and mto articles 8 'j, 86, and 87 of 
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tlie constitution But enough loopholes lemained foi the buieaucracy to 
encioach steadily The matter of auditing and accounting was taken 
away fiom the Reichstag entirely and tiansferred to the Rechnmgshqf ftir 
das Deutsche Retch, an administrative body independent of both cabinet 
and parliament, to which no member of paihamcnt could belong. 
Finally, the minister of finance occupied so strong a position in relation 
to his colleagues that he could veto any minor expendituie alone, and he 
and the chancellor together could veto othei expcndituies even against a 
majority decision of the whole cabinet Ultimately the piesidenl of the 
Reich enacted the budget by emergency decrees, against the advice of 
constitutional lawyeis 

Once again we find in Germany only the specific woiking out oi a 
general trend Parhament’s budgetary lights always tend to decline la 
interventionist states, as the English example shows. Fixed charges in- 
crease at the expense of chaiges for supplies Wheie there is a huge per- 
manent bureauciacy and mci easing state activity in many economic and 
social fields, expenditures become fixed and peimanent, and, in fact, fall 
outside the juiisdiction of the parliament In Germany, fuitliermoic, 
only the income and expenditure of the Reich proper weie lecorded m 
the budget The financial opei ations of the independent federally owned 
corporations, whethei oiganized under public or piivate law, lay out- 
side budgetaiy contiol The post and railways, mines, and factories 
owned by the Reich were not dependent on the budget Only their 
balances appeared, either as income to the Reich or as a subsidy 
demanded from it. * ^ 

This entire tiend was in full conformity with the wishes of Geiman 
mdustry Their major lobbying oigamzation, the Federal Union of Ger- 
man Industry, demanded ever gieatei restrictions upon the Reichstag’s 
budget rights The German People’s party took ovei then proposals m 
Its platform They insisted that all cxpendituies should have the approval 
of the cabinet and that the auditing body, the Rechmngshof, should be 
given a decisive position m determining whethei or not the budget was 
to be accepted The reason for this attempt to sabotage the budget rights 
of the Reichstag was frankly stated by Dr Popitz, the foremost expert on 
pubhc finance m the fedeial imnistry of finance Universal suffiage, he 
said, had brought into the Reichstag the strata of society that do not pay 
high mcome taxes and surtaxes 

The decline of parliamentary supremacy accrued to the benefit of the 
president and hence to the ministerial bureaucracy Following the Ameri- 
can model, the Weimar constitution provided for popular prekidential 
election The similarity between the two constitutional systems ended 
right there, however In the United States the president is "'the inde- 
pendent head of the executive branch of the government, whhrehs the 
German president’s orders had to be countersigned by the appiopriate 
cabmet mimster or by the chancellor, who assumed political responsi- 
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bility for presidential acts and pionouncenients. The German president 
was relatively free, nevertheless For one thing, the popular election 
gave him a position of some independence fiom the various parties He 
^ could appoint the chancellor and ministers at his discretion , he was not 
' bound by any constitutional custom, such as the English tradition of 
calling upon the leadei of the victoiious party Piesidents Ebert and von 
Hindenburg both insisted on making then selections freely and indepen- 
dently The president’s right to dissolve pailiament gave him further 
political power The provision that he could not do so twice fox the same 
reason was easily evaded 

Ncveitheless the president could not be termed the ‘guardian of the 
constitution’, as the anti-demociatic theorists would have it He did not 
repi esent democracy and was far fi om bemg the neutral head of the state, 
standing above the squabbles of ptuties and special interests. Through- 
out the Weimar Republic, and especially under Hindenburg, the presi- 
dency was eminently pai tisan Political gi oups an anged for and financed 
the president’s election, he remained dependent on partisan groups sur- 
roundmg and advising him He had preferences and a political align- 
ment, which he attempted to carry far beyond constitutional limits 
When Communists and Socialists tried to expropiiate the prmcely 
houses through a popular initiative, President von Hindenburg con- 
demned the attempt in an open letter (22 May 1926) for which he did not 
even bother to get the signatuie of the chancellor, insisting that such a 
lettei was his private affair On the occasion of Biuning’s second appoint- 
ment, Hindenburg demanded that two of his conservative fiicnds 
(Tieviranus and Schiele) be included m the cabinet Then he beliaycd 
them 

Ebert’s authoiity had been limited Being a Socialist, he could not 
command the respect due to the head of the Repubhc But Hindenburg 
was the Field-Marshal, the great soldier, the old man That was diffcient, 
especially after Brtinmg had cieatcd a veiitable Hindenburg myth to 
assure the former’s re-election in 1932, Hindenburg’s strength lay pie- 
dommantly in his close connections with the army and large estate 
owners of East Prussia. From 1930 on, when the piesence of 107 National 
Socialist deputies made oidinary paihamentaiy legislation well-nigh 
impossible, he became the sole legislator, using the craeigency powers of 
article 48 of the constitution 

The Reichswehr, reduced to 100,000 men by the Versailles Treaty, 
continued to be the stronghold of conseivatism and nationalism With 
army careers now closed to many and promotion slow, there is little 
wonder that the oiEcers’ corps became mihtantly anti-democratic, des- 
pijjlng parhamentaiiamsm because it pried too closely into the secrets of 
army expenditure, and detesting the Socialists because they had accepted 
the Versailles Treaty and the destruction of the supremacy of German 
- nuhtaiism Whenever a political crisis arose, the army mvanably sided 
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with the anti-demociatic elements Hitlei himself was a pioduct of the 
at my, which had made use of him as far back as 1918 and 1919 as a 
speaker and pi opaganda of&cer None of this is surprising Whatissui- 
piismg 13 that the democratic apparatus tolerated the Situation 

The Reichswehi mimsteis, the inevitable Gesslei and the moie loyally ' 
democratic General Groener, were m an extremely ambiguous constitu- 
tional position As cabmet mimsters they were subject to parliamentaiy 
contiol and responsibihty, but as subordinates of the president, the 
commander-m-chief, they were free fiom parliamentary control The 
contradiction was easily solved in practice the Reichswehi ministeis 
spoke for the army and against the Reichstag In fact, so completely did 
they identify themselves with the army bureauciacy that parliamentary 
control Pvei the army became vntually non-existent 

6 The Collapse op the Demoghaoy 

The Social Democracy and the trade unions were completely helpless 
against the many-sided attacks on the Weimai democracy Moderate 
attempts were made to spiead the idea of an economic democracy, but 
this new ideology pioved even less attractive than the old Socialist pro- 
giamme Salaried employees remained aloof, the civil-service orgamza- 
tion affiliated with the Socialist tiade unions dechned in membership 
from 420,000 m 1922 to 172,000 in 1930, while the so-called neutral, but 
in fact Nationalistic, civd-service body orgamzed 1,043,000 members in 
1930, primarily fiom the middle and lower ranks The significance of 
these figures is obvious 

The Social Democratic paity was tiapped m contiadictions Though 
It still claimed to be a Marxian paity, its pohey had long been one of 
pure gradualism It never mustered the courage to drop one oi the other, 
traditional ideology or refoimist pohey A radical break witli tradition 
and the abandonment of Marxism would have dehveied thousands of 
adherents mto the Gommumst camp To have abandoned gradualism 
for a rcvoluUonary pohey, on the other hand, would have required cut- 
ting the many links bmding the party to the existing one The Socialists 
therefore retained this ambiguous position and they could not create a 
democratic consciousness The Weimar constitution, attacked on the 
right by Nationalists, National Socialists, and reactionary liberals, and 
on the left by the Communists, remained merely a tiansitoiy pheno- 
menon for the Social Democrats, a first step to a greatei and better future 
And a tiansitoiy scheme cannot arouse much enthusiasm * 

Even befoie the beginning of the great depression, therefore, the ideo- 
logical, economic, social, and pohtical systems weie no longer function- 
ing pioperly Whatever appearance of successful operation they may 
have given was based primarily on toleraUon by the anti-demociatic 
* See also pp 44-5 
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forces and on the fictitious piospeiity made possible by foreign loans. 
The depression uncovered and deepened the petrification 'of the tradi- 
tional social and political structure The social contracts on which that 
sti ucture was founded broke down The Democratic party disappeai ed , 
the Catholic Centre shifted to the light, and the Social Democrats and 
Communists devoted far more energy to fighting each other than to the 
struggle against the growing threat of National Sociahsm The National 
Socialist party in tuin heaped abuse upon the Social Democrats. They 
corned the epithet, November Criimnals a party of coiruptiomsts and 
pacifists responsible for the defeat in 1918, foi the Versailles Treaty, foi 
the inflation 

The output of German mdustry had dropped sharply Unemploy- 
ment was rising six million were legisteied in Januaiy 1932, and there 
weie perhaps two million moie of the so-called invisible unemployed 
Only a small fraction received unemployment insurance and an evei 
laiger pioportion received no support at all The unemployed youth 
became a special pioblem in themselves Thete weie hundreds of 
thousands who had never held jobs Unemployment became a status, 
and, in a society where success is paramount, a stigma Peasants re- 
volted m the north while large estate owners cried for financial assistance. 
Small busmess-men and craftsmen faced destruction House-owners 
could not collect then rents Banks crashed and weie taken over by the 
fedeial government Even the stronghold of mdustiial reaction, the 
Umted Steel Trust, was near collapse and its shares were purchased by 
the federal government at puces fai above the maiket quotation The 
budget situation became piecaiious The reactionaiies refused to sup- 
port a large-scale works piogiamme lest it levive the dechning power of 
the trade umons, whose funds were dwindling and whose memhei’ship 
was declining 

The situation was despeiate and called for despeiate measures. The 
Social Demociatic party could choose either the road of political levolu- 
tion through a umted front with the Commumsts under Socialist leader- 
ship, 01 co-operation with the semi-dictatorships of Bnimng, Papen, and 
ScUeicher in an attempt to waid off the greater dangei. Hitler Theie 
was no other choice The Social Democratic party was faced with the 
most difficult decision in its history Togethei with the trade umons, it 
decided to tolerate the Bruning government when 107 National Sociahst 
deputies entered the Reiclistag in September 1930 and made a parlia- 
mentary majority impossible Toleiation meant neither open support noi 
open attack The policy was justified ideologically in the key address of 
Fritz Tarnow, deputy and head of the Woodworkers’ Umon, at the last 
party convention (1931) 

“Do we stand . at the sick-bed of capitalism merely as the diag- 
nostician, or also as the doctor who seeks to cure? Or as joyous heirs, 
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who can hardly wait for the end and would even like to help it along 
with poison? It seems to me that we are condemned both to be the 
doctor who earnestly seeks to cute and at the same time to retam the 
feeling that we are the heirs, who would prefer to take over the entire 
heritage of the capitalist system today rather than tomorrow 

This was the policy of a man who is hounded by his enemies but re- 
fuses either to accept annihilation oi to strike back, and invents excuse 
after excuse to justify his inactivity 

ConUnumg the pohcy of the lesser evil, the paity supported the re- 
election of Hindenburg in Apiil 1932 


Candidate 

Dtisterberg (Stahlhelm) 

Hindenburg 

Hider 

Thaelmann 


First Ballot 


Second Ballot 


Votes 

2,577.729 

18,657,497 

11,339.446 

4,983,341 


Votes Per cent 


19,359.983 

13,418,547 

3,706,759 


Hindenbmg promptly repaid his debt by staging the coup d'itat of 20 
July 1932, leplacing the legally elected Prussian government of Otto 
Braun by his coui tier, Papen All that the Social Democratic party did 
in opposition was to appeal to the Constitutional Court, which rendeied 
a compromise verdict that did not touch the polilical situation Papen 
lemamed as Reich comimssioner for Prussia The Social Democratic 
party became completely demoralized , the last hope of resistance against 
the National Socialists seemed to have vanished. 

The Communists had been no less optimistic than the Socialists, but 
for different reasons ‘We insist sobeily and seriously,’ said Thaelmann, 
‘that the 14th of September was, so to speak, Hitler’s best day, that no 
better wiU foUow but rather worse They looked forward to a social 
revolution in the immediate future, leading to the dictatorship of the 
proletariat 

In the Novembei elections of 1932 the National Socialists lost 34 seats. 
The Social Democrats, thinkmg only m parliamentary terms, were 
jubilant National Socialism was defeated. Rudolf Hiiferdmg^ their 
leadmg theorist and editor of the party journal, Du Gesellschaft, pubhshed 
an article in the January 1933 issue entitled ‘ Between Two Decisions’ 
He argued that National Socialism was blocked by parhamentary legality 
(Malaparte’s idea) * Hilferding became bold. He refiised collaboration 
with Schleicher, Hitler’s immediate predecessor, and he rejected the 
united front with the Communist party The primary aim of the Soaal- 
ists, he said, was the fight against communism He ridiculed Hidei’S 
attempt to get dictatorial power from President von Hindenburg ‘To 
demand the results of a revolution without revolution — this political con- 
* See p 41 
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struction could arise only in the brain of a German politician Hil- 
ferdmg forgot that the Itahan politician Mussolini had held the very 
same idea and had earned it out successfully. 

Only a few days after the publication of Hilferding’s article, Hitler 
took power On 4 January 1933 the Cologne bankei Kurt von Schioeder, 
whose name looms laige in National Socialist histoiy, arranged the con- 
fer ence between Papen and Hitlei that brought about a leconcihation 
between the old reactionary groups and the new counter-revolutionary 
movement, and paved the way for Hitler’s appointment as chancelloi on 
30 J anuary It was the tragedy of the Social Democratic party and trade 
umons to have had as leaders men with high intellectual quahties but 
completely devoid of any feeling for the condition of the masses and 
without any insight into the great social transfoimations of the post-wai 
period. 

The National Sociahst German Workers’ Party was without an ideo- 
logy, composed of the most diverse social strata but nevei hesitatmg to 
take m the diegs of every section, supported by the army, the judiciary, 
and parts of the civil seivice, financed by mdustry, utihzing the anti- 
capitalist sentiments of the masses and yet careful never to estrange the 
influential moneyed groups Tenor and propaganda seized upon the 
weak spots in the Weimar democracy, and fiom 1930 to 1933 Weimar 
was merely one large weak spot 

‘The man with power,’ said Woodrow Wilson m his Kansas address of 
6 May igi i, ‘but without conscience, could, with an eloquent tongue, if 
he caied for nothing but his own power, put this whole countiy into a 
flame, because this whole country beheves that something is wrong, and 
is eager to follow those who profess to be able to lead it away from its 
difficulties 


7 A Tentative Summary 

Every social system must somehow satisfy the primary needs of the 
people The imperial system succeeded to the extent and so long as it 
was able to expand A successful policy of war and imperialist expansion 
had leconciled large sections of the population to the semi-absolutism 
In the face of the material advantages gamed, the anomalous character 
of the political structure was not decisive. The army, the bureauci acy, 
mdustry, and the big agrarians luled The divme-right theory — the 
ofiScial political doctime — merely veiled their rule and it was not taken 
seriously The impel lal rule was m fact not absolutistic, for it was bound 
by law, proud of its Rechtsstaat theory It lost out and abdicated when its 
expansionist pohey was checked 

The Weimar democracy proceeded m a different direction It had to 
rebuild an impoveiished and exhausted country m which class anta- 
gonisms had become polaiized It attempted to merge three elements 
the heritage of the past (especially the civil service), parliamentary 



democracy modelled after Western European and American patterns, 
and a pluralistic collectivism, the incorporation of the powerful social 
and economic oigam?ations duectly into the political System What it 
actually produced, however, were sharpened social antagonisms, the 
breakdown of voluntary collaboration, the destruction of paihamentaiy 
institutions, the suspension of pohtical liberties, the giowth of a ruling 
bureaucracy, and the renaissance of the aimy as a decisive political 
factor 

Why? 

In an impoverished, yet highly industrialized, country, pluralism could 
work only under the following iffeient conditions In the fiist place, it 
could rebuild Germany with foieign assistance, expanding its maikets by 
peaceful means to the level of its high mdustiial capacity The Weimar 
Republic’s foreign pohey tended m tins duection By joining the concert 
of the Westei n European poweis the Weimar government hoped to obtain 
concessions The attempt failed It was supported neithei by German 
industry and large landowneis nor by the Western powers Tlie year 
1932 found Germany in a catastrophic political, economic, and social 
Crisis 

The system could also opeiate if the ruhng gioups made concessions 
voluntarily or under compulsion by the state That would have led to a 
better life for the mass of the German workers and security for the middle 
classes at the expense of the profits and powei of big business Geiman 
industry was decidedly not amenable, howevei, and the state sided with 
It more and more 

The third possibility was the tiansfoimation into a socialist state, and 
that had become completely unrealistic in 1932, since the Social Demo- 
cratic party was socialist only in name 

The crisis of 1932 demonstrated that pohtical democracy alone without 
a fuller utilization of the potentiahties mlieient m Geimany’s mdustiial 
system, that is, without the abolition of unemployment and an improve- 
ment in living standards, remained a hollow shell 

The fourth choice was the return to imperialist expansion. Imperialist 
ventures could not be organized withm the traditional democratic form, 
however, for there would have been too serious an opposition Nor could 
It take the form of restoi ation of the monarchy An industrial society that 
has passed through a demociatic phase cannot exclude the masses from 
consideration Expansionism therefore took the form of National 
Socialism, a totahtarian dictatorship that has been able to transfoim 
some of Its victims mto supporters and to orgamze the entire country into 
an armed camp imder iron disaplme 
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PART ONE 

THE POLITICAL PATTERN OF 
NATIONAL SOCIALISM 

INTRODUCTORY REMARKS ON THE VALUE OF 
NATIONAL SOCIALIST IDEOLOGY 
THEiDEOLOGYof National Socialism offei s the best clue to its ultimate 
aims 1 1 is neithei very pleasant nor simple to study When we i ead Plato 
and Aristotle, Thomas Aquinas and Maisilius of Padua, Hobbes and 
'Rousseau, Kant and Hegel, -we are fascinated as much by the inner 
beauty of their thinking, by their consistency and elegance, as by the way 
their doctrines fit in with socio-pohtical reabties The philosophical and 
sociological analyses go hand in hand National Socialist ideology is de- 
void of any inner beauty The style oi its living writers is abominable, the 
constructions confused, the consistency ml Every pronouncement springs 
fiom the immediate situation and is abandoned as soon as the situation 
changes 

The immediate and oppoitunistic coimection between National Social- 
ist doctiine and reality makes a detailed study of the ideology essential. 
Oidinarily, we must reject the notion that sociology can deteimine the 
tiuth or falsity of a system of ideas by examining its social origin or by 
associating it with a certain class in society But in the case of National 
Socialist ideology we must rely on sociological methods There is no 
other way of getting at the tiuth, least of aU from the explicit statements of 
the National Socialist leadeis 

Woild domination may not be the conscious aim of National Socialism, 
but economic and social antagonisms will drive it to extend its realm far 
beyond Europe The doctrinal elements of the ideology make this con- 
clusion inevitable, despite all disclaimers, even despite the fact that Hitler 
himself denounced as ‘a stupid and infamous he’ a widely publicized 
speech by Minister of Agriculture Darr6 that proclaimed world domina- 
tion as the National Socialist aim (See his New Year’s message to the 
German people as printed m the Frankfurter Z^ttmg, i January 1941 ) To 
prove the charge, we must analyze each doctrinal element in turn. 

Behind a mass of irielevant jargon, banahties, distoitions, and half 
truths, we can discern the relevant and decisive central theme of the 
ideology that all traditional doctri&es and values must be rejected, 
whethei they stem from French rationalism or Geiman idealism, fiom 
English empuicism 01 American pragmatism, whether liberal or absolu- 
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1 st, democratic or socialist * They are all hostile to the fundamental goal 
of National Socialism the lesolution by imperialistic wai of the dis- 
crepancy between the potentialities of Geimany’s industnal apparatus 
and the actuality that existed and continues to exist 
The values and concepts that National Sociahsm has negated are the 
philosophical, legal, soaological, and economic concepts with which we 
operate daily and which characterize oui society Many of them, such 
as the notion of state sovereignty, which is often thought to be reactionaiy, 
reveal their progressive chaiacter under analysis and thereby demonstiate 
then incompatibility with National Socialism Our study of National 
Socialist ideology will take up each element in tuin and show its actual 
operation within the political, sociological, juristic, and economic struc- 
ture of the regime The categories that will be developed do not 
necessarily correspond to definite stages in the growth of National Social- 
ist ideology, although some of them coincide 

In Its external form, as propaganda, totalitarian ideology differs from 
demociatic ideologies not only because it is single and exclusive, but 
because it is fused with terror In the democratic system an ideology is 
one among many In fact, the term ‘ideology’ itself implies a competi- 
tive 1 elation among several thought structuies in society The National 
Socialist doctrine may be called an ‘ideology’ only because it competes 
in the world market of ideas, as it were, with othei ideologies, though it is, 
of course, soveieign and smgle m the domestic market The democratic 
ideology is successful if it can persuade or attract , the National Socialist 
ideology peisuades through its use of terror To be sure, in democracies, 
too, mateiial benefits acciue to thosewho accept the prevailing ideologies, 
and those who do not suffer occasional violence, but the democratic 
system at least allows foi criticism of such alliances and offers an oppoi- 
tumty for competing elements and forces 
National Socialism has no theoiy of society as we undei stand it, no 
consistent picture of its operation, structure, and development It has 
certain aims to cany through and adjusts its ideological pronouncements 
to a series of ever-changing goals This absence of a basic theoiy is one 
difference between National Socialism and Bolshevism The National 
Sociahst ideology is constantly shifting It has certam magical beliefs— 
leadership adoration, the supremacy of the master race — but its ideology 
IS not laid down in a senes of categorical and dogmatic pronouncements. 

Moreover, changes in its ideology peimit us to determine whether or 
not National Socialism has succeeded m gaimng the sympathy of the 
German people For, where there is an immediate connection between 
the declared ideology and the pohtical reahty, the shifts in doctrinal 
formulation must be occasioned by the fact that specific strata of the 
German population have not been attiacted by the earlier doctrme 
* See p 375 
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THE TOTALITARIAN STATE 


I The Techniq,ues of Aim-DEMOCRATia Constitutional 
Thought 

The failure of the Kapp putsch m 1920 and ot the 1923 Munich 
putsch taught the National Socialists that m our woild the coup d’etat is 
not the proper technique for seizing political power Curzio Malaparte 
wrote a widely lead book in defence of the coup d’itat ^ He argued that the 
way to bung about a successful icvolution is foi a small gioup of shock 
troops and lughly trained conspiratois to seize the key places m the public 
services As proof, he cited the Russian Revolution of 1917, the Kapp 
putsch, the Fascist seizuie of powei in Italy, the coups of Pilsudski in 
Poland and Primo de Rivera m Spam His choice of examples could 
hardly have been wotse The success of the Bolshevik levolution may be 
atti ibuted m part to Malapartian practices, but even more to the fact that 
tlic Keiensky government was weak and Russian society was m flill dis- 
integration. The Kapp putsch was a failuie, Mussolini’s maich on 
Rome a myth Related and equally invahd is the military theoiy that 
a highly skilled army, equipped with the most advanced weapons, is 
necessarily superior to a laige mass army The German victories in the 
present war have been the result of the immense mihtary superiority of a 
mass army combmed with highly mechanized shock-troop divisions — 
and also of the moial decomposition of then opponents 

Unfortunately for Malaparte, in 1932 he predicted that Flitler, 
whom he labelled ‘a would-be leader’, ‘merely a caricature of Mussolini’, 
would never come to powei because he relied exclusively on opportunist 
paihamentary methods. The National Socialists were right, of course, 
and Malaparte wrong In his commemoration speech of 8 November 
•935) Hitler himself admitted the error of his early putsch ‘Fate has 
meant well foi us — it did not let an action succeed which had it succeeded 
must finally have foundered because of the inner immaturity of the move- 
ment and Its faulty oigamzational and spiritual foundations We know 
this today Then, we acted with courage and manhood Piovidence, 
however, acted with wisdom ’ 

After the Munich fiasco, the National Socialist pai ty became ‘legal’ It 
solemnly promised not to incite to high treason or to a revolutionary over- 
thiow of the constitution As a witness at a trial of National Socialist 
Reichswehr officers chaiged with high treason. Hitler on 25 September 
1930 took his famous ‘puiity oath’ The Storm Tioops (S A ) became 
harmless sport and paiade bodies Few political parties insisted more 
loudly than the National Socialists on the preservation of civil hberties 
and demociatic equality 
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Every device of parliamentary democracy, every libeial institution, 
legal piovision, social and political tie became a weapon against libeial- 
ism and demociacy, eveiy oppoitunity was taken to heap abuse on the 
inefficiency of the Weimar Republic following is a modest selection of 
charges against libeialiam and demociacy diawn solely from the writings 
of National Socialist professois (the invective of party oratois can be left 
to the imagination) 

The liberal state is ‘neutral and negative’, meie machinery, to use 
Lassalle’s phiase, it is ‘a night watchman’s stale’ Thciefore it is ‘with- 
out substance’ — unable to reach decision oi to deteimine what is good or 
bad, just or unjust The idea of freedom has degcnei aled to the point of 
anai chy Disintegration and materialism are rampant And the Marxist 
ideal, which is only a variation of hbeialism, is no better 

Demociacy is the rule of the ‘unorganized mass’, an aggregate of 
Robinson Giusoes rathei than of people Its principle is ‘nose-coimting’, 
and Its pailiaments, dominated by piivate groups, aie arenas of brute 
struggles foi powei The law seives only piivate interests, the judge is 
nothmg but a machine Liberalism and law aie in fact mutually exclusive, 
though they have been tempoiaiily allied through expediency In sum, 
hbeialism and demociacy aie monsteis, ‘negative’ Leviathans, one might 
say, so stiong that they have been able to coirupt the lacial institutions 
of the Geimamc heritage 

' It would be wrong, howevei, to assume that duimg the ’twenticaand 
early ’thirties National Socialism simply set out to prove democracy 
worthless or to propose a substitute monarchy or dictatorship oi anything 
else Qjiite the contrary, it paraded as the salvation of democracy Carl 
Schnaitt, the ideologist of this sham, developed it as follows 

Weimar demociacy contains two elements, one demociatic and the 
other hbeial {recHsstaatltch), not to be confused with each other. Demo- 
cracy apphes the principle that there is an identity between the lulers and 
the ruled. Equality is its substance, not liberty Equality can exist only 
within a given community, and the basis of both commumty and equality 
may vary We may have equality deiived from the physical oi moial 
homogeneity of the commumty, like the virtue Montesquieu called the 
prmciple of a republic. Or it may stem from a religious solidai ity, such as 
lay at the base of the democratic ideology of the Levelleis in the Puii- 
tan revolution Ever smee the French Revolution, the basis has been 
national homogeneity Rousseau, who formulated this notion and built 
upon It the only truly democratic system, held that national homogeneity 
meant unanimity^ His conception of the geneial will theiefoie does 
not admit political parties, for paities, as their very name indicates, 
cxpiess only parUal wills A tiuly demociatic system will express the 
complete identity between the rulers and the ruled ® 

Parhamentarianism is not identical with democracy but is merely one 
of Its historical forms. The basic principles of parhamentarianism are 
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public debale, separation of poweis, and the universality of laiv Debate 
lequires the agencies of political powei to engage in discussion as a means 
of ai nving at the ti uth Pubhc debate allows the body of citizens to check 
up on and control then agents But, says Schmitt, practice no longer con- 
forms to theory Parliamentary discussion is today nothmg moie than a 
device for registering decisions previously reached on the outside Every 
deputy IS bound by iigid party disciphne He would not dare let himself 
be swayed by an opponent The debate is a fraud The speeches are made 
for the record Since the major decisions are reached in secret committees 
or in informal negotiations among the contiolhng groups, even the 
publicity of the debate is a sham 

The principle of the separation of powers restricts paihament to legis- 
lation— in other words, to the enactment of abstiact general rules A.gam 
practice has nm away from the theoiy Parliament is no longer exclus- 
ively a legislator , it is even more an administrator, and an inefficient 
one at that In the ei a of monopoly capitalism, general laws have become 
devices to conceal individual decisions The homogeneity of the people as 
almost non-existent The pluralistic system has substituted many loyal- 
ties for the one basic loyalty to the nation The polycracy, that is, the 
conjunct body of independent pubhc agencies (social-insurance institu- 
tions, control boards, pubhely owned corporations, and so forth), subject 
to no parliamentary supervision, has destroyed the unity of political 
decisions It has torn many of the vital limbs from the body politic The 
federative piinciple, by protecting pailicularist interests, has made a 
mockeiy of the idea of the sovereignty of the one people 

Civil hbeities and inalienable lights, finally, negate democracy 
Rousseau had already indicated this point, at least by implication, for 
the social contract theory means that the citizen surrendered his rights 
upon entering mto the contract. The traditional personal and political 
liberties were a product of competitive capitalism That era has now 
passed and capitalism has entered a phase of mterventionist, monopoly 
capitalism and collectivism Since freedom of trade and freedom of con- 
tract have disappeared, their corollaries, freedom of speech and assembly, 
freedom of press and oftiade-union oigamzalion, have become meamng- 

By an mteiesting paradox, this anti-demociatic analysis, designed to 
minimize the meaning of fundamental rights, enoimously ovei-evaluated 
them at the same time, transforming them into bulwarks for the defence 
of private propeity against state encioachment, and assigning them 
a constitutional function completely alien to the German tradition ® 
Innumeiable books, pamphlets, and speeches denounced parhamentafy 
institutions foi their inefficiency, their undemocratic character, their 
coriuptibility Bureaucratic ideology was the immediate beneficiary. 
The judiciary was laised to a supreme pohtical function and, foi all the 
attack on the pluralistic, polycratic, and fedeiative causes of disimion, 
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any criticism of the mdependent pohtical status enjoyed by the army was 
sciupulouslv avoided Fundamental rights were denounced as incom- 
patible with demociatic philosophy, while the ftindamental rights of 
property and equality were given an extent and depth they never had 
before 

The logical outcome of this deliberate manoeuvre was a demand for a 
strong government, culminating in the slogan, ‘AU powei to the president’. 
The piesident, it was claimed, is a tiuly democratic institution he is 
elected by the people The only true pouvoir neulre et intermidiaire, he should 
have the legislative and executive powcis concenti ated m his hands The 
president’s neutrality is not mere lack of coloui,but tme objectivity above 
the petty quariels of the numerous inteiests, pubhc agencies, and states ® 

The underlying sentiment that came forth was thus the decisiomsm of 
Call Schmitt,’ the demand for action instead of dehberation, for decision 
instead of evaluation 

Decisiomsm rests on a pecuhar, yet highly attractive, doctrine of the 
nature of pohtics, strongly resembling the revolutionary syndicalism of 
Georges Soiel Politics, Schmitt declared, is the relation of friend to foe. 
The foe is m the last resort anyone who must be extermmated physically 
Every human relation can become a political one in this sense, for every 
opponent can become a foe subject to physical exteimmation The New 
Testament’s command that one should love even one’s enemies lefers only 
to the private foe, the mmicus, not to the public foe, the hostis ® This is a 
doctrme of brute force in its most strikmg form, one that sets itself against 
every aspect and act of hberal democracy and against our whole tradi- 
tional conception of the governance of law 

Opposing theories were either without influence or else they played 
into the hands of the anti-democratic thesis The communists, for 
example, denounced the constitution as a veil foi capitalist exploitation 
and as the political superstructure of a monopoly capitalist economy As a 
mattei of fact, the Weimar constitution concealed nothing Its com- 
piomise character, the bargaimng of the inteiests, the independent status 
of the Reichswehr bureaucracy, the openly political lole of the judiciaiy 
were all clearly discermble Constitutional theory and practice disclosed 
the weakness of the democratic forces and the strength of their opponents 
By the same token, they levealed that the Weimar constitution owed its 
existence far moie to the tolerance of its enemies than to the strength of its 
suppoiters The lack of any accepted constitutional doctnne, even if it 
had been meielya camouflage and pure fiction, and the consequent public 
character of the fundamental antagonisms were precisely the factors that 
tendered the constitution transitory and prevented the formation of one 
solid loyalty 

Socialist constitutional theory failed to evolve a specifically sociahst 
doctrine It agreed with Carl Schmitt in condemning the Weimar con- 
stitution for Its lack of decision ® It did not even grant the constitution a 
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compiormse quality, but maintained that the mcompatibleinteiests and 
positions stood side by side without any mtegiation Every constitution 
enacted at a turmng-pomt of histoiy, the socialists reasoned, must state a 
programme of action and evolve a new older of society Since the Weimar 
constitution had no aims of its own, it admitted every conceivable value- 
system 

Their destiuctive criticism challenged the socialists to reformulate 
the value-system of the Weimar democracy So they developed the 
doctrine of a social Rechtsstmt tliat combined the heritage of civil rights, 
legal and political equality with the requirements of collectivism Stress- 
ing constitutional provisions for socialization of industry and trade-umon 
recogmtion, they demanded the establishment of an economic constitu- 
tion that would provide for an equal share of labour representation The 
social Rechtsstaat was thus the rationalization of labour’s demand for an 
adequate share in the pohtical life of the nation As a political theory, it 
was admittedly transitory (along with the coi responding doctrine of 
economic democracy), for the social Rechtsstaat was conceived meiely as 
the first step towards a fully socialized society. And it had as httle effect 
as the rest of Social Democratic and trade-union pohey 

Still another opponent of decisiomsm was the so-called Austrian school 
the ‘pure science of law ’ State and law it declared to be identical pro- 
vinces There is but one law, the law of the state Smee every pohtical 
phenomenon must be explained m lei ms of law, every political form is a 
Rechtsstaat, a state based upon law Not even the most absolute dictator - 
ship could avoid falling into this category, because the dictator’s power 
can be conceived only as explicitly oi implicitly delegated to him by a 
basic law that stands at the top of the legal system The legal order is a 
hierarchy, a system of imputations runmng from the basic norm at the 
top to the individual contract and specific administrative act at the 
bottom, There is thus no categorical distinction between pubhc and 
private law, between a natural and a legal person 

The critical impact and debunking force of the Austrian school cannot 
be demed Its insistence on the sole validity of positive law and on the 
complete ejection fiom the science of law of all moral considerations of a 
sociological or political character make it impossible to cover pohtical 
demands with the cloak of law At bottom, the theoiy is relativistic and 
even nihilistic, no wonder its founder and untiring exponent, Hans 
Kelsen, identified democracy with parhamentariamsm and defined it 
merely as an organizational fiamework for leaching decisions without 
recourse to any universally accepted values This relativistic conception 
of democracy is precisely the ground for the decisionist and socialist 
attacks. 

Though a debunking doctime may be a useful tool in scientific analysis. 
It cannot provide the basis for pohtical action The pure science of law, 
furthermore, shares the defects of logical positivism and every othei 
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‘puie science’ it is virginal in its innocence By throwing out of account 
all relative problems of political and social power, it paves the way foi 
decisionism, foi the acceptance of political decisions no matter where they 
oiiginate oi what their content, so long as sufficient powei stands behmd 
them The pure science of law has done as much as decisionism to undei- 
mine any univei sally acceptable value-system 

It was the liberals who lepiesented in the legal field the great cultural 
tiadition of Germany — profound histoiical knowledge, shaip and precise 
power of analytical thought, and a fiim adheience to the values of 
German idealist philosophy They attempted to bring the democratic 
structuie into harmony with hbeial guarantees The Weimai system, 
supposedly the constitutional expression of this harmony, was the embodi- 
ment of their failure. 

Little need be said of the conseivative constitutional doctrines Their 
dream of monaichical restoration shared with decisiomsm the longing for 
a strong state, umted within and powerful without The state was to be 
the highest moral value As critics of the hbcral demociacy, the consci- 
vatives played directly into the hands of the anti-democratic movement 
and prepaied the fiist stage of National Socialist ideology 


2 The Totalitarian State 

The idea of the totalitaiian state grew out of the demand that all power 
be concentrated in the hands of the piesident Immediately after Hitler’s 
accession to power, political theorists began to make much of the totali- 
tarian idea as elaborated by the constitutional lawyers AH power was to 
be vested m the state , anythmg less was sabotage of the National Socialist 
revolution The totalitarian state was desciibed as an order of domina- 
tion and a form of people’s community It was anti-demociatic because 
democracy, with its notion of an identity between the i uler and the ruled, 
undermined the necessary authoiity of leadership Leadeiship, the 
National Socialists declaied, is not delegated by the people — ‘authority 
presupposes rank and is vahd against the people's will because the people 
do not bestow but lecogmze it’ 

Hitler’s accession to power gave use to a vast literature re-examining 
the traditional forms of state and government Distinctions were drawn 
between the hbsraler Rechtsstaat, born in the French Revolution and em- 
bodied in the English constitution, and the nationaler Rechtsstaat fiist 
developed by Italian fascism and later victorious in National Socialist 
Germany The latter was characterized as a state that leconciles justice 
with political necessity The essence of the National Socialist revolution 
was beheved to he in its revival and further development of the best con- 
servative tradition (foimerly exemplified by the rule of Fiederick II of 
Prussia), a tradition that had been ‘desecrated and degraded’ by the 



liberals with then ‘night watchman’s state’ Foi some theorists, Hegel’s 
idea of the state was the model for National Socialism 

In order to avoid identification of the totalitarian state with the 
absolutisms of the seventeenth and eighteenth centuries, the theorists 
insisted further that the state was moie than a mere system of coercion , it 
was a form of life of the lacial Volk Various types of totalitarian states 
were distinguished m older to maik off the National Sociahst brand from 
the others, whether Itahan or Russian 

The totahtarian doctrine, it is important to recognize, ivas once es- 
poused by the top party leadership Goebbels declared that ‘oui paity 
has always aspired to the totalitaiian state The goal of the revolu- 
tion must be a totalitaiian state pervading all spheres of public life ’i’ 
Frick, mimster of the interior and a leading figuie in the paity, signed a 
circulai letter on 1 1 July 1933, admonishing the federal icgents ‘to guaid 
the state authoiity undei all cucumstances’ Hitler addressed the S A. 
leaders m a similar vein m Bad Reichcnhall on i July 1933 The third 
phase of the revolution, he said, ‘must be the establishment of the totahty 
of the state, as we understand it , the National Socialist movement must 
make this state the bearei of its spiritual goods’ At the 1933 Lawyers’ 
Conference he exhorted his listeners ‘to guard the authority of this 
totalitarian state’ And agam as late as 15 November 1934, Ftick, 
speaking to army officers, stressed the need for absolute authority, for ‘a 
strong government unharapeied by individual persons, groups, classes, 
estates, parties, and pai Lament’ 

Such gloiification of the state was abandoned a shoit time latei (it is 
absent fiom Mnn Katnpf, by the way) Why was it stiessed so heavily 
through 1 934 1* Thiee factois appear to have been decisive First, the 
political theorists and lawyers of the pievious era had retained their 
positions of prominence in the matter of formulating ideology, These men 
looked upon the National Socialist revolution as a new edition of the 
imperial system, with its basis in the authority of the buieaucracy and 
the aimy Now that it was back in the hands of rehable leaders, the 
German state would agam embody the highest values Italian fascism 
had developed a doctrine of the totalitaiian state, and since the differ- 
ences between the two had not yet manifested themselves, the natural 
attempt was made to tie the Italian doctiine in with the earlier German 
ti aditioii 

A special twist given the totahtarian doctrine by Gail Schmitt, the most 
intelligent and leliable of all National Socialist constitutional lawyers, 
helped greatly He made it palatable even to big industry, something he 
had set out to do as early as 1933 In an address — significantly entitied 
‘A Strong State and Sound Economics’ — ^befoie the Lmgmm Ymxn* 
(liteially the ‘Long Name Association’ or north-westein mdustries), he 
invented a distmction between two kinds of totality, the Roman and the 
■" See p 116 
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Germanic Roman totality was quantitative ; the Germamc, qualitative 
The former regimented all spheres of life, interfeimg with eveiy human 
activity In shaip contiast, the Germanic remained content with a strong 
and poweiful state that demanded full political contiol but left economic 
activities unrestricted, Schmitt’s doctrine is, of course, no more Germamc 
than its opposite is Roman In fact, it had been formulated much more 
clearly and icahstically by an Italian, Vilfiedo Pareto, who espoused 
political authoutanamsm and economic libeiahsm simultaneously and 
who influenced the caily economic policies of Mussohm 

Both considerations — the appeal to the monaichic tradition of a strong 
state and to private pioperty and piivate mitiative — loomed large in the 
last speech Hitler delivered to a (relatively) fieely elected Reichstag 
(23 Maich 1933) Hitlei declared that a monarchical restoiation was not 
subject to discussion at piesent because the chief task was to establish the 
unconditional authority of the government At the same time, he promised 
the strongest stimulus to private initiative and the recognition of pnvate 
propel ty 

The totahtarian doctrine of the state thus satisfied the various tiadi- 
tional partisans oi Geiman reaction university professors, bureaucrats, 
aimy officers, and big industrialists It was also acceptable to the western 
world 111 general For, any political theory in which the state is central 
and dominant and entiusled with the guardianship of universal interests 
IS m line with the tradition of western civilization, no matter how liberal 
that tradition may be. The western tradition does not regaid the state as 
an oppressive machinery opposed to the rights of man, but as an entity 
watching over the interests of the whole and guard mg those interests 
against infringement by particular groups State sovereignty expi esses 
the need for seciuity, order, law, and equality befoie the law, and the 
National Socialist emphasis on the totality of the state had not yet broken 
with this Euiopean tradition 

Totalitarianism also served the practical needs of the moment During 
the first months of the icgime, eveiy Brown and Black Shirt functionary 
tried to grab all the spoils and offices he could Rank and file membeis 
of the paity began to grumble about the betiayal of the revolution , one 
wing even called foi a second revolution Rdhra’s Blown Shirts eyed the 
new powei of the Reichswehr enviously 

The situation was difficult and Hitler was prompt to use the weapon of 
the totahtanan doctrine The revolution was to pioceed in an orderly 
fashion — in so far as property, the civil seivice, and the army weie con- 
cerned Section 26 of the Army Act and a Prussian decree of 4 May 1933 
ruled that party membeis must surrender their membership while serving 
in the aimed forces or the pohee, since they were subject to a different 
disciphnary power.* On 20 November 1933, Rudolf Hess, then deputy 
leader, came out with a foiceful declaration that party leaders had no 
* See also pp 59, 300, 305, 311 



right to issue ordinances and decrees.®* Above all, local and piovincial 
party bosses must keep their hands off business That is the meanmg of 
Dr Frick’s ciicular letter warning high fedeial oflSaals, to whom it was 
addressed, against allowing the party machme to infringe upon the 
authority of the bureaucracy. Dr Frick had no intention of interfermg 
with the terrorization of Jews , the beating of defenceless prisoners in the 
Brown Shirt barracks, the kidnapping of communists, socialists, and 
pacifists, or the murder — ‘shot while trying to escape’ — of political 
enenues. But the party must not interfere in business and administration. 

3 The Synchronization of Poutical Life 

The totahtarian theory was also the instiument for co-ordinating all 
pubhc activities Absolute control from the top — the famous GUtch- 
schaltung (synchromzation) of federal, state, provincial, and mumcipal 
activities — ^was justified m the doctrme of the state’s total right and total 
power. In contiast to the pluralistic and fedeialistic Weimar Republic, 
the new state could not and would not brook the existence of autonomous 
pubhc bodies within it, and durmg the years 1933 and 1934, which 
Hitler called the penod of stabilization of power, a whole series of enact- 
ments took Care of all the necessary details Unhke Italy, full concentra- 
tion of power and Gleichschnltung weie accomplished in a veiy short space 
of time 

The basic statute was the enabling act of 24 Match 1933, entitled 
‘An Act to Relieve the Distress of the People and of the Reich’, passed by 
a Reichstag elected less than thiee weeks befoie, on 5 March It has also 
been called ‘the preliminary constitution of the Reich’ This Act gave 
the cabmet unlimited legislative power, with the light to depart from 
constitutional piovisions and to interfere everywhere except in parha- 
mentary institutions or with the federal council {Retchsrat) It further 
decreed that the poweis of the president were not to be curtailed A new 
and ‘simplified’ legislative piocedure was instituted Although the legis- 
lative power of the Reichstag was not expressly abolished, that power 
became obsolete m effect, to be used only in exceptional situations and 
then only foi oinamental put poses 

The Reichstag that is left today, composed of party officials, is a mere 
ornament, and aftei his flight fiom Germany Mr Fritz Thyssen, himself 
a member of that august body, revealed®" that the Reichstag session on 
I Septembei 1939 (the war meeting) was attended by only one hundred 
members, while the remaimng seats were simply filled at landom with 
party secietaiies 

The cabinet became the normal legislator. This wipmg out of the 
separation between legislative and administrative functions — a charac- 
teristic development in nearly all modern states — ^means that political 
power is no longer distributed among different strata of society and that 
minorities can no longer oppose legislative proposals.®' The state power 



is not only unified but is absolute. (It is also unified under liberal demo- 
cracy, of couise, for sepaiation of powers does not mean that three 
different powers exist It would be more accurate to speak of separate 
and distinct functions rather th^n powers ) 

The enabling act represented a most radical departure from the prin- 
ciples of hbeial constitutionalism, fiom the system of norms and customs 
that limits the state’s legislative powei As one wiiter put it, ‘the federal 
administration received the powei of leadeiship over Germany, under 
Adolf Hitlei this is by far the most extensive political power’ 

The history of the enabling act gives the he to the National Socialist 
claim that they came into power by constitutional means It is true that 
the act was passed by a vote of 441 to 94 and thereby received the necessary 
two-thirds majority of the members piesent (Article 76 of the Weimar 
constitution) But the meeting took place m an atmosphere of terroi 
The eighty-one Communist deputies and many Social Democrats had 
been arbitrarily arrested and were therefore absent (The Social Demo- 
crats present voted against the measure ) It the Centiists had not 
capitulated and given their suppoit to the bill, a reign of teiror would 
unquestionably have been unleashed 
Furtheimoie, Article 5 piovided that the enabling act was to lose its 
validity \i‘ the present federal cabinet is uplaced by another' The circumstances 
surrounding this provision, demanded by Hindenbuig, aie significant 
The world has forgotten that in this first Hitler government, which took 
power on 31 January 1933, there were only three National Socialists out 
of twelve (In effect, this cabinet was a revival of the Harzburg Front of 
October 1931, organized by Hitler and Hugenbeig with Schacht’s bless- 
ing, in order to foigc a ‘national’ opposition to the Biuniiig cabinet It 
was to protect the majority of his own leactionaiy fi lends m the new 
government of ‘national concentration’, and particularly three of them 
(Vice-Chancelloi von Papen, Hugenbeig, mmister of economics, and 
Gerecke, mimstei of employment), that Hindenburg insisted on Article 5. 
In other words, the enabling act gave full legislative power to the cabinet 
as then constituted and to no other 
Hugenberg soon resigned as mimster of economics, Geiecke was 
arrested for embezzlement , the Nazi Darr6 was appomted ministei of 
agriculture , and Deputy Leader Hess began to attend cabinet meetings 
though not a member Legally, that should have ended the enabling 
act It goes without saymg that m fact nothing ofthe SOI t occurred Here 
IS how one constitutional lawyer, a high official m the ministiy of the 
mtenor, defended retention of the act ‘It would belittle the significance 
of the great event of national concentration if we were to enter upon a 
discussion of what would constitute the prematuic end of the simplified 
legislative process, whether the replacement of one person by another in 
the cabmet 01 an alteration of the pohtical composition of the cabinet 
Anothei commentator, less reticent, contended that the act retained its 
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validity because the National Socialist party had always had a majority 
m the cabinet.®'- This was a manifest lie 
Because of the obinous violation of Article 5, the pohtical and legal 
theorists of National Socialism prefer to speak of the enabhng act as ‘the 
cornel -stone of a new constitution’ To call it an enabling act after aU 
would be tantamount to lecognizing its roots in the despised Weimai 
constitution From an exceptional delegation of power under the con- 
stitution, and hence a measure the validity of which must be judged in 
terms of the constitution, they turned the act into a Reichsfuhrmgsgesetz, a 
statute Cl eating the Reich leadership As such, it marks the end of Wei- 
mar and the beginmng of the National Socialist system 
In any event. National Socialism is not concerned with legal con- 
formity to the prevaihng constitutional system. It substitutes the claim 
of ‘legitimacy’ A system is ‘legitimate’ when it has an intrinsic justi- 
fication for existence, m this case the success of the National Socialist 
revolution In other words, the justification of the new constitution hes m 
Its success — an argument that is neithei new noi convmcmg 
Nor did violations of the enabhng act stop with Article 5 As we have 
seen, the act ostensibly preseived parhamentaiy institutions and the 
federal council, and promised to guaiantee the rights of the president* In 
less than two years, however, the federal council was abolished (statute 
of 14 February 1934) and the posts of chancelloi and president merged 
immediately after Hmdenbui g’s death on 1 August 1934 The merger was 
defended by refeience to Hmdenbui g’s will, in which he is supposed to 
have nominated Hitler as his successor, and by the 89 9 per cent approval 
in the popular referendum of 19 August Even according to National 
Socialist theories, the lefeiendum had no constitutional status, but only 
a possible moral sigmflcance The Weimar constitution distinguished 
between refeiendum and imtiative In the former, the people acted as 
arbiters m legislative conflicts between the president and parhament — a 
situation that never arose in practice The initiative, on the other hand, 
gave pohtical gioups an opportunity either to foice legislation or to pre- 
vent pailiamentary enactment Initiatives had been attempted three 
times in the entire history of the Republic the Left-inspued initiative to 
confiscate princely properties , the Communist initiative against battleship 
construction, and the imtiative started by the reactionaries against the 
Young Plan They failed , inevitably so in view of the way in which 
pubhc life was thoioughly organized and the rigidity of the party system. 
Nevertheless the imtiative was a potential instrument for correcting the 
petrified state of political and parhamentary life The initiative started 
by the Communists to expropriate the princely houses, although it 
failed, so aroused the Socialist masses that the Social Democratic execu- 
tive was forced to change its pohey and lead the popular movement 
In contrast to tlie republican forms, the National Socialist Plebiscite 
Act of 14 July 1933 IS a matter of propaganda rather than of constitutional 
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law The statute gives the cabinet the exclusive light to submit an 
mtended enactment to the people National Socialist lawyeis have 
arbitrarily interpieted the statute to mean that the people can also be 
asked to appiove a legislative enactment aftei it has been passed and 
published In a one-parly system, lacking liberal guarantees, the plebis- 
cite is something entiiely diffeient fiom the demociatic referendum 
According to the official release accompanying the plebiscite act, it steins 
from ‘old Gei mamc legal forms’, and its function is to expi ess the people’s 
voice ‘m an ennobled form’ What if the people should reject an intended 
or already enacted measuie of the cabinet? Apart ftom the fact that such 
an outcome is inconceivable, the experts all agree that the Leadei is not 
bound by the popular decision ‘Even if the voting public turns against 
him, he remains the one who lepresents the objective mission of the 
people 

The process of unifying and concentiaUng legislative powei was com- 
pleted once the leferendum was politically and juristically reduced to the 
level of a mere ornament and once legislative power was vested entirely 
in the cabinet GUichschaltmg could now be freely extended far into the 
administiative realm The next step was to abolish the independent 
status of the states {Lander) The first blow fell with the co-oidmating act 
of 31 Maich 1933, giving state cabinets the light to legislate alongside the 
state diets The existing state diets were then dissolved by fedei al statute. 
In subsequent elections, the so-called ‘national opposition’, composed of 
National Socialists and Nationahsts, won majorities m all the diets The 
majorities became still larger when the Social Demociats were unseated 
on 7 July 1933 On 30 January 1934 a statute ‘to leconstruct the Reich’ 
{Reichs-Aufbaugesetz) transferred to the Reich all sovereign powei s still 
held by the states, thereby destroying their state character and wipmg out 
the diets The same process was lepeated in the municipalities , the mum- 
cipal diets were abolished by statute of 30 January 1935 {Gmemdeordnmg). 
Authoritarian contiol was complete from top to bottom 

A second co-oidinating act, passed on 7 April 1933, mtioduced the 
office of federal regent, appointed by Hitler In Prussia, Hitler himself 
took this office A statute of 30 January 1935 {ReichsstaUhalter-Gesetz) 
made the regents subject to cabinet order and thus transformed them 
into civil servants of the Reich They were deprived of their right to 
appoint the state governments and could merely propose names to the 
Leader The federal regents thus became figure-heads The post was well 
paid, however, and went to deserving party officials Even National 
Socialist lawyers now find it impossible to determine precisely what is the 
constitutional position of the states The best they have been able to do so 
far has been to say that the states continue to exist as ti ansitory institutions 
awaitmg the final territorial leorgamzation of the Reich 

The same theorists who had demanded that all power be concentrated 
in the president’s hands were now equally eager to reduce his position to 



that of a figure-head. One lawyer put it veiy nicely • ‘Ow ing to t!ic faxlui c 
of Pailiament, the centie of gravity shifted to the piesiduit. Now, after 
National Socialism’s seizure of powei , the Reich president tan once again 
free himself from his entanglements with daily politics and letiun to his 
constitutional position as the representative of folk unity and as the pro- 
tector of the nation Another water, a bit moic caieful, declaies that 
the president has not surrendered his authoritaiian leadciship to Hitkr, 
but has assumed a new function, that of icpicscnialivc 'X'he lapid 
decline of presidential power was given cleai legislative expicssion, 
especially in the statute creating the office offedeial legent The u'gcnts 
were not made subject to the president’s command but to that ol the 
chancellor^® — ‘the federal regent’s task is to piovidc foi iuirilhng the 
principles of politics laid down by the fedeial chancelloT. And the 
president, once the strong man, now became a meic fioiit b< hind whom 
stood the unli m ited power of the Fuhier 

4. The Totalitarian State m the War 
Before the outbreak of the present wai, the concentiation of political 
power m the hands of the federal cabinet had attained a vciy high stage. 
The institution of federal regents and the destruction ol municipal self- 
government that reduced the status of the municipal oigans to that of 
federal agents, gave the federal cabinet full power ovei the whole political 
structure of Geimany down to the lowest tci iitonal unit This powei was 
lestrained only by the administiative tnbunals and tlic ludici.uy 
The outbreak of the war has, howevei, seen an even giiatei < oik cn- 
tiation of political power The Ministerial Council foi tlic Delcni c oi tlie 
Realm was formed out of the Fedeial Council foi the Dchuic of tlie 
Realm (nothing is known of the composition 01 tasks ol tins coiuk il, as 
even the Frankfurter Z^iting was foiced to admit in Us issue ol 1 Jaiiuaiy 
1941) The ministerial council has virtually taken ovci the Icgisl.uivc 
powei of the cabinet It consists of Reich Maishal Goiing, who is iis 
head, the Leader’s deputy, the director of the fedeial ctianconi ly, 
Lammers, the chief of the supieme command of Uk aimed Ibices, 
Keitel, the general commissionei foi admmistialion, Fnck (also minister 
of interior), and the general commissionei foi ccoiiomiis, Funk (also 
ministei of economics) In special cases, it also allows loi (lie addition 
of other persons. The cieation of the Mimsteiial GounriJ foi the D( fence 
of the Realm is tantamount to the establishment of a gcncial staff fui 
civil defence and for economics The gencial comnnssionei feu i ronornics 
(Funk) 13 the supeiior m power to the mmistcis of economies, labour, 
food, foicstry, and even finance, while the mmisleis of justice, mterioi, 
cultoe, and church affairs are subordinate to the gencial commissioner 
for federal administration (Frick) Nothing gives a clearei pictiuc ol the 
leversal of outworn hbeial forms than the degiadation of the muiislei of 
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finance Fiscal considerations can no longei pi event the canying out 
of necessai-y administrative and economic measuies The paramount 
influence that the treasury had and still has in England has always been 
an obstacle to the execution of many necessary tasks In the new 
adimmstiativc set-up, the minister of finance has become puiely a sub- 
oidinate official 

The ministeiial council is the noimal legislator foi all piactical pur- 
poses. Its decrees have the power of law and do not have to be countei- 
signed by the Fuhiei, for, as the Frankfurtei Z^itung puts it, ‘duiing the war 
he often stays in his headquarters outside the capital’ (lo January 1941) 
The mmisteiial council regulates aU matters that are directly 01 indirectly 
connected with the defence of the state This stipulation, of couise, in no 
way limits its authority 

The decrees of the mimsterial council, however, do not and cannot 
take care of all details, and in the ordinary or simphficd legislative process 
details are normally left to executive decrees promulgated by the minister 
under whose juiisdiction the paiticulai matter falls Similar but moie 
far-reaching power attaches to the executive deciees that can be enacted 
to carry out oi go beyond the legislative acts of the ministerial council 

The commissioners for econormes and foi administration and the 
general deputy for the Four-Year Plan (Goring) may, each in his own 
domain but with the consent of the other two and with that of the chief 
of the supreme command of the armed forces, issue executive decrees that 
may — and this is the new step — even contiavene existing legislation The 
commissioners’ authority is thus far wider than that of the ministerial 
bureaucracy that usually formulates the executive decrees As a result, 
the commissionei s have altered the penal code and the code of civil 
procedure 

Even this development, however, is not tlie last in the process of con- 
centrating legislative power In January 1941 the Fuhrer issued an edict 
empowering the Reich Marshal independently to enact any legislauon 
or adrmmstrative decree that he deemed necessary ioi an -raid protection 
This empowering edict goes fuither than any othei known 

Thus the Leader has the following legislative poweis at his disposal 

1 His direct acts, either m the foim of statute, decree {Vemdnmg), 01 
edict {Erlass) The last-named form is increasingly resorted to, as m the 
incorporation of Eupen-Malmedy and Moresnet into the Reich and as in 
the appomtment of fedeial commissioners foi Norway and the Nethei- 
lands Another example is the extension of the Foui-Year Plan Direct 
legislative activity on the part of the Leader has diminished, however 

2 Tlie simplified legislative acts of the federal cabmet, based on the 
emergency statute of 1 933 This has been virtually abandoned during the 
war 

3. Parliamentary statutes. These have not been used since 1936, but 
may be revived for propagandistic purposes. 
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4 The leferendum Again a means of piopaganda. 

5 The legislative power of the Ministerial Council foi the Defence of 
the Realm — the normal legislator 

6 Decrees of the triumvirate of commissioners, part of them executive 
decrees carrymg out legislative acts of the mmisteiial council, part of 
them going beyond Falling within this catcgoiy is the decree power of 
the commissioner of the Four-Year Plan 

7 The legislative powers of the Reich Marshal in the matter of air- 
raid protection 

8 The legislative power delegated to the federal mmisteis m their 
respective juiisdictions, based upon specific authoiizations, and, of 
course, the large amount of other delegated legislation 

The concentration of pohtical power htis not stopped short at the top, 
but has also been extended to the provincial level A decree issued by the 
mimstenal council on i September 1939 appointed eighteen national de- 
fence commissioneis domiciled at the seats of the eighteen piovincial com- 
mands of the aimed forces {Wehrknuhmmattdo) They are the executive 
agents of the ministerial council for the provinces Their task is the um- 
fication of civil defence They have no appaiatus of their own, but have 
to utilize the existing machinciy of the provincial presidents (in Prussia), 
the federal regents, or the state mmistnes, according to where the pro- 
vincial command of the armed forces is located The national defence 
commissioners are, therefore, the superior administrative officials in the 
provmces, entitled to give orders to every adrmnistiative agency m their 
region, unless exempted Their deputies, who, in fact, often can y out the 
actual woik, aie the chiefs of those administiative agencies that the 
national defence coimnissioners utihze for carrying out their tasks This 
regulation entails a complete destruction of the traditional hierarchical 
stiucture of the Geiman civil service and at the same time testifies that 
the need for administrative efficiency is esteemed more highly than are 
traditional conceptions and values To give an instance, National De- 
fence Commissioner Number XII, for the command of the aimed foices 
domiciled at Wiesbaden, utihzes for its activities the office of the sub- 
provincial president m Wiesbaden His deputy, therefore, is by law the 
Regiermgsprasident, the sub-provincial president at Wiesbaden Ordinarily, 
this sub-provincial piesident is subordinate to the provincial president, 
but as a deputy of the naUonal defence commissioner, he is m fact placed 
above his superioi officer 

According to a further decree of the mmisteiial council of aa September 
1939, the national defence councils may appoint special deputies for 
specific regions 

On the same date eighteen national defence comimttees weie set up 
to aid the national defence commissioners They are composed of the 
federal regents, the party district leaders, the provintial presidents, the 
prime minister and ministers of the state, the high S S. leaders, the sub- 
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provincial and piovincial presidents, the presidents of the labour ex- 
changes, the trustees of labour, and such other men as may be called 
upon The function of these committees is of a meiely advisory natuie 

War, theiefore, has brought the reahty of the totalitarian state to com- 
pletion Political power resides exclusively in the Ministerial Council for 
the Defence of the Realm 

Immediately before the outbreak of the war, the restrictions imposed 
by administrative tribunals were largely abolished By an edict issued by 
the Leadei on a8 August 1939, the simphfication of the adimnistiation 
was made the order of the day Under this misleading title, restnctions 
upon the authoritaiian powei of the admimstrative agencies weie largely 
abohshed In the administrative procedure of the Reich, of the states, of 
the mumcipahties, and of public corporations, the right to a second appeal 
was abohshed The judicial appeal before administi ative tribunals was 
replaced by a mere complamt to the superior administrative agency Only 
if the lower administrative tribunal pei nutted an appeal to the higher 
administi ative tribunal could such an appeal be made 

The second decree for the simplification of the administi ation, issued 
on 6 November 1939, simply abolished all the lower admimstrative 
tribunals, and another decree of 26 September 1939 abolished the lowest 
judicial administrative agencies in the counties Accordmg to the Leader’s 
edict, pubhc corporations have become simply organs of the state They 
are now not only controlled by it, but have become part and paicel of the 
administrative apparatus They can be closed down at the discretion of 
the federal authorities Only the party and Us affihated organizations aie 
exempt from this possibility 

The edict of 3 April 1941 set up a new federal administrative tribunal. 
It combines the Prussian administi ative tribunal, the formei Austrian 
administi ative tribunal, the foimei federal disciphnary tiibunal, and so 
on The members are appointed by the Leadei, but they can be trans- 
ferred to other offices at the end of each year Extraoi dmary members foi 
dealmg with special pioblems may be appointed foi fixed periods by the 
irunistei of the interior, and even outsiders may be appointed The new 
fedeial administi alive tribunal is, therefore, not an independent agency, 
and the judges do not enjoy a guarantee of independence Thus,m leahty, 
the power of the Ministerial Council for the Defence of the Realm and of 
its inferior agencies, the eighteen national defence councils, is completely 
unrestramed and unlimited It is subject to no institutional control 

During the present war the reahty of the totahtarian state has, there- 
fore, been extended to such a degree that there can haidly be scope for 
fmther extension 

But this reahty does not correspond to the ideology To the extent that 
the political power of the state has mcreased, the idea of the totahtaiian 
state has been rejected 
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II 

THE REVOLT OF THE PARTY AND THE 
‘MOVEMENT’ STATE 

I The Ideological Protest against the Totalitarun 
State 

The claims of the party and the claims of the totalitarian state were 
obviously conflicting If the state was to be supicme, the pai ty could only 
be one of its arms, such as the civil service or the aimy, and perhaps less 
important than either National Socialism, however, had tnumphed 
primarily thiough the'effoits of the paity and its political groups and 
mihtary affiliates, its handicraft oigamzations, its agricultural branches, 
even itS'woi king-class wing The party officials were hungry for spoils 
and clamoured for the posts held by civil servants, most of whom had not 
jomed the party or had jomed it out of convenience, not conviction , the 
small middle class demanded its shaie of department stores and co- 
operatives , and the Brown Shirts, led by Captam R6hm, thirsted for 
equality with the Reichswehr, whose leaders they contemptuously dubbed 
‘desk generals’. Alfred Rosenbeig, the phdosophical oracle of the party, 
was impatient with Baron von Neurath’s cautious foreigp policy Grumb- 
Img spread The party tried to end the dissatisfaction by launchmg a vast 
propaganda campaign bolstered by the threat of concentration camps 
But the talk of a second revolution led by the Biown Shirts did not sub- 
side, and ominous rumblings were discernible in the geneial muimur 
The Brown Shirts, an army of uprooted proletaiians and small middle- 
class people, were disillusioned when Hitler appointed von Putsch to 
succeed Hammeistcin as chief of the aimy and allowed von Blombcrg to 
letain the mimstry of wai Rohm saw his ambitions frustrated Tension 
mci eased , theie was constant friction between the Brown Shirts and the 
nationalistic Steel I-Ielmets and the army Illegal interference with busi- 
ness assumed seiious proportions On 17 June 1934, Vice-Chancellor von 
Papen deliveied his famous speech at Marbmg, m which he upheld the 
citizen’s right to criticize the regime ^ Hitlei decided to get nd of his 
‘Mountam’ The result was the massacie of 30 June 1934, comparable to 
the events of St Baitholomew mght m 1572 State authoiity had bloodily 
reasserted its rights , the second revoluUon was dead 
Durmg the same period the idea of the totalitarian state was neverthe- 
less thrown overboard Alfred Rosenberg opened the attack upon it with 
an ai tide m the Vblhsche Beobachter, central organ of the party (9 January 
1934) “ The totalitarian, or the ‘abstract’ state, he declared, bdonged to 
the period of liberalism, in which it had served as a technical instrument 
of powei Under liberalism, the state was above the nation ■ its represen- 
tatives claimed pre-einmencc over the rest of the citizens ‘The 1 evolu- 
tion of 30 January 1933 does not contmue the absolutist state under a 
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new name , it places the state m a new relation to the people differ- 
ent fi om that which had prevailed in 1 9 1 8 or 1 87 1 Wliat has taken place 
in 1933 IS not the establishment of the state’s totahty but of the 
totality of the National Socialist movement The state is no 4onger an 
entity juxtaposed to the people and the movement, is no longer conceived 
as a mechanical apparatus or an instrument of domination , the state is a 
tool ol the National Socialist philosophy of life ’ Rosenbeig clearly indi- 
cated the reasons for which he denounced the supremacy of the state 
Idealization of the state, he said, implies the gloiifying of its officials at the 
expense of the movement He recommended discontinuance of the talk 
about the totalitarian state and emphasis on the totahty of the National 
Socialist view of life, with the National Socialist party as its bearer and 
the National Socialist state as Us tool 
Rosenberg’s article protesting against the supremacy of the state was 
in full accord with his long tieatise entitled The Myth of the Twentieth 
Century, in which he denounced the state, lefusmg to ‘kneel in dust’ before 
It, and attacked Hegel ® In Mein Kampf, published long before his advent 
to powei. Hitler expresses similar sentiments, gives full rein to his con- 
tempt for the Weimar dcmociacy, and prophesies the coming of a new 
era Constitutional lawyers and political theorists, who in 1933 and 1934 
had declaied themselves converts to National Socialism, apparently 
neglected to lead this book m which every claim made by and for the 
state is rejected The state. Hitler says, is not a moial concept 01 the 
lealization of an absolute idea, but is the servant of the racial people, It 
is ‘not an end but a means It is mdeed the prerequisite foi the formation 
of a higher human culture, but not its cause On the contrary, the latter 
lies exclusively in the existence of a lace capable of culture ’ At anothei 
place he says that ‘the state is a means to an end Its end is the pi eserva- 
tion and the piomotion of a commumty of physically and psychically 
equal hving beings ’ It enables them bettei to maintain their kind As a 
result, ‘not the cultural achievements or lelative power of a state but the 
part assigned to its people is the decisive factoi in its evaluation . . A 
state is bad, no matter what its degiee of culture, if it leads the lacial 
bearers of this culture to then doom ’ For these leasons. Hitler rejects 
unconditional obedience to the state and affirms a biological light to 
resist ‘Not the pieservation of a state or a government,’ he wiites, ‘is the 
highest aim of existence, but the preservation of the people Once 
the latter is m danger of being oppressed 01 abohshed, the question of 
legahty plays only a subordinate part The ruhng power may use a 
thousand so-called “legal” means, yet the instinct of self-preseivation of 
the oppressed is always the most sublime justification for their fighting 
With all weapons Human lights break state rights ’* 

Hitler says elsewhere that ‘if a people is led to destruction by its 
government, rebellion on the pait of each and every member of this 
people 13 not only a right but a duty . If a man 13 not ready or able to 



fight for hi3 existence) righteous Providence has already decieed his 
doom ’ 

The theoiy is unmistakably a kind of perverted liberalism, based on a 
biological conception of natural law and in which the purity of the race 
replaces the innate rights of the individual Liberalism, too, conceives of 
the state as a tool oi mechamsm, and Hitler’s appeal to Providence recalls 
the liberalist deist philosophers who invoked the aid of Providence to 
guarantee social harmony The differences, howevei, are immense The 
liberal doctiine has been one of state protection without regaid to race, 
ciced, or class This has given way to the doctrine of the racial 41itc 

The doctrine accoiding to which the position of the state is subordinate 
was resuirected after the blood purge of 30 June 1934 The paity con- 
giess of September 1934 supplied the occasion foi reformulating the 
relation between party and state, and the Fuhier’s pioclamation empha- 
sized that the National Socialist revolution was a thing of the past “ 
Hitler rejected the idea of permanent revolution, declaiing that it would 
lead to disintegration in racial, political, and economic life Permanent 
revolutions, he went on, arc nothing but ‘stmggles for power among 
pohticians greedy foi spoils’. Success could not be achieved without 
stability The National Socialist revolution had to be ended because the 
people had already been infused with the Nationalist Socialist philo- 
sophy of life and because the army had become an eternally reliable bul- 
wark of the National Socialist state Duung the immediately preceding 
stage, the supreme task had been to strengthen the authority of the state 
The future task was to consolidate the parly and its old Brown Shirt and 
Ehte Guard fighters into a smgle community, bound by a solemn oath 
to puiify and mobilize the whole people and strengthen faith m the party 
Another speech, delivered at the conclusion of the convention, was the 
most aggi essive attack yet launched on the theory of the totahtanan state 
The party, Hitler declaied, supplies the pohtical ^ite, ‘The state is not 
our master , we aie the masters of the state 

3 The Tripartite State 

Political and constitutional theorists, whose conformist instmcts were 
loused, at once piocceded to reformulate National Sociahst doctrine. 
The decisive contribution was agam made by Carl Schmitt ’’ The Ger- 
man pohtical structure, he wrote, rests on a tripartite foundation of state, 
movement, and people The state is the ‘static political part’, the move- 
ment ‘the dynanuc pohtical element’, and the people ‘the non-pohtical 
sector hvmg in the protective shade of political decisions’ (p 12) 
Though Schmitt rejects any attempt ‘soplustically to play off one element 
against the others’, the pattern he sets up imphes a hierarchical structure 
Withm the National Socialist or fascist tradition, the ‘dynamic’ (what- 
ever It may mean) ranks higher than the ‘static’, and the non-pohtical 
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lowci than the pohtical. Indeed, Schmitt’s book repudiates any attempt 
to identify the state with its bureauciacy and judiciary — the ‘movement’ 
‘cariies the state apparatus as weU as the social and economic ordei’ 
(P 14) 

Carl Schmitt sharply distinguishes his theoiy of the tripartite structure 
of the state from the duahstic theory of liberalism, m which the state and 
society confront each other as two separate entities In the new theory, 
the state has no monopoly of political decisions Schmitt concludes that 
the state no longer determines the pohtical element but is detei mined by 
It, that 13, by the party 

The exact relation, however, between the state and the movement 
remains vague Though indissolubly bound to the state, the paity is not 
identical with it It gives duections to the state but acts only thiough its 
leader Leadership, m turn, must not be confused with supei vision, 
command, dictatoiship, or bureaucratic rule The part to be played by 
the people is even less clear By definition, the people is the non-pohtical 
sector, that is, has no say m the making of political decisions But this 
part of Schmitt’s thesis was not accepted , for its frank implication that the 
people existed only to be ruled aroused passionate protests It was argued 
against Schmitt that the people is not non-political but political, that 
It IS the Urhraft 01 piimeval force from which all individuals deiive their 
rights ‘The pohtical totality of National Socialism is founded on one aU- 
pervading political idea born of one unified political people and realized 
in one pohtical movement The hvmg and perpetual form of the state is 
the embodiment of this idea 

As we shall see, National Socialism takes pride in having placed the 
people m the centre of its social and political philosophy Carl Schmitt’s 
tripartite theory was retamed with one significant change the people was 
declared to be part of the pohtical structure How the people could act 
pohtically was not explained , only the leadership of the ‘movement’ was 
recogmzed Innumeiable theorists and pamphleteers stepped forward, 
calhng the people the fountainhead of the state, but none was able to 
indicate how the people could seive as such, especially since the leader 
was not bound by plebiscites Bad metaphysics replaced any rational 
discussion of the problem. 

3 The Party and the State 

Goncermng the relation between the party and the state. National 
Socialist pohtical theory is equally vague In his speech at the paity 
convention of 1 935, Hitler himself attempted a defimtion ‘The task of 
the state’, he said, ‘is to continue, within the existing framewoik, legally 
to admmistei the state organization which has historically developed ’ 
The party’s task is ‘first, to direct the efforts of its entire organization to- 
wards the establishment of a stable-perpetuatmg and eternal cell foi the 



National Socialist doctrine ; second, to educate the whole people to this 
idea j and third, to hand over the people, thus educated, to the state for 
Its leadership As to the rest, the principle of mutual respect must be 
observed by both jurisdictions This leaves us exactly where we weic 
before, for the problem was to determine precisely where the state’s 
jurisdiction ends and where the party’s begins. 

One-party states reveal three types of relation between party and state. 
In Italy, the party is ‘mcorpoi ated’ m the state, the party is an organ of 
the state, a ‘state party’ Soviet Russia gives the party full command over 
the state, and the periodic puiges are to a considerable extent aimed at 
preventmg the accumulation of autonomous political power m the hands 
of the state bureaucracy The German type stands somewhere between 
the two and is difficult to analyze. The analysis, however, must be undei- 
taken — not so much to satisfy the curiosity of constitutional and adminis- 
trative lawyers as to elucidate the fundamental problems of where poh- 
tical power resides and how strongly National Sociahst ideas have pene- 
trated the army and the civil services * 

Let us begin our search for clarification with an analysis of relevant 
legislative, administrative, and judicial practices. The constitutional 
basis of the party-state relation rests on the ‘imity of party and state’ 
statute of I December 1933, supplemented by the Leader’s ordinance of 
sg March 1935 Accordmg to this statute, the party is ‘the bearer of the 
Germamc idea of the state and is indissolubly united with the state’ It 
Was made a corpoiation under pubhc law, its chartei to be issued by the 
Leader In order to cement this umon oiganizationally, Hess, then 
deputy leader, and Rohm, then chief of the Brown Shirts, were made 
members of the federal cabmet Undei the teims of the same statute, 
party members and Brown Shirts were given independent jurisdiction. 
The ‘umty’ statute was the logical conclusion to all those acts that had 
destioyed the competmg political parties, the police rules issued under 
the presidential emergency decree of 28 February 1933, the statute of 
26 May 1933 confiscating Social Democratic property, the decree of 23 
June 1933, signed by the Prussian mmister of the interior, prohibitmg all 
activity of the Social Democratic party, of its deputies in paihament, in 
the diets, state councils, provmcial councils, and municipalities , the pro- 
hibition of the Nationalist fighting links {Kampfnnge), 1 June 1933 , the 
voluntaiy dissolution of the German Nationalist People’s party (27 June 
1933), of the Bavarian People’s party (4 July 1933), and of the Catholic 
Centre party (5 July 1933), all culminatmg m the statute of 14 July 1933, 
which prohibited the formation of new parties and threatened imprison- 
ment for any attempt to levitahze oi organize any party except the 
National Sociahst 

Taken at face value, the statute does not differ gready from the Italian 

• The sociological imphcations of the relation between party and state are 
discussed on pp 300, 305, 31: 



law of 1932 regulating the lelation between the National Fascist paity 
and the Italian state It does not place the party above any othei public 
corporation, such as a church, municipality, 01 boaid administering a 
health insurance fund Under German public law, the corporation is 
but a relatively fiee institution No coiporations exist in pubhc law that 
are not undei the conti ol of the state t® Their tasks ai e clearly defined by 
law, the extent of then authority is strictly limited, and their activities 
come under the control of courts, administiative tiibunals, and other 
agencies In fact, public coiporations have no geneial autonomy m the 
modern state Each receives its powei by delegation from the state, and 
some theoiists have quite logically been led to reject the concept of 
autonomy as incompatible with the legal system of the modern state By 
describing the party as a public corporation, we imply that the tasks and 
authoiity of the paity aie ciicumscribed by law and that its activities are 
supervised by the state The party would then be on an equal footing 
with any other relatively independent state institution 

Such consideiations, however, did not seem to dovetail with the claim 
that the ‘movement’ repiesented and led the state As a result, constitu- 
tional and legal theory and practice discarded the wording of the unity 
statute of 1933 and so le-phrased it that the paity became fully indepen- 
dent of the state and even stood above it 
The actual development of the relation between the party and the 
state indicates that the concept of pubhc corporation does not apply here 
The party not only co-operates m matters of legislation, administration, 
and the judicial process, but occupies a position superior to that of the 
state This is especially tiue of the S S and the Hitler Youth 

4 The S S and the Hitler Youth 
The S S 01 Elite Guaid is the police, and hence the state in its most 
important domestic function It serves as a protective police and pro- 
vides personnel foi the secret state police Since its establishment in 
1925 and Its extension in 1929, the S S has constituted a closed group 
living under laws of its own Selection of its personnel has taken place 
primaiily on the basis of biological piinciples such as the ‘seed cultivator’ 
employs — the purpose is ‘to select those who most closely resemble the 
ideal of the Nordic man’A® The mam element in the ideology of its 
members are faith, honour, and unconditional obedience Their dhte 
consciousness is upheld in a decree of 9 November 1935, which entitles 
and compels every S S. man to defend his honoui with his weapon 
According to the same deciee, he has to be at least twenty-one years old, 
serve an apprenticeship of eighteen months, take an oath to his Leadei, 
and have his labour and army services behind him He is inducted on 
receipt of his daggei The privileges granted to the S S were fuither 
extended by the federal supreme court. Section 53 of the penal code per- 



mitb the ordinal^ citizen to use weapons only m necessary self-defence, 
but a court decision established that S S men were fiec to use theii 
weapons even when the attack could be waided offby other means ‘The 
bearer of an S S uniform cannot offer the spectacle of a tussle to his folk 
comrades Such a spectacle is incompatible with the S.S unifoim 
A ruling of a6 May 1939 defines the S S in its 1 elation to the police 
Its task IS to defend the state against open and hidden foes The three 
S S sections aie so different, however, that they have little but the name 
m common The ‘geneial’ S S is a piucly pai ty oiganization, adminis- 
tered by the paity treasurer (he is also chief ol the pai ty adminisliation).* 
Out of the general S S two special groups arc constituted the Tioops on 
Hand {Verfiigmgstruppen) and the Death Head foi matrons (r<iknkopJ[o!- 
mationen), both conti oiled by the ministei of the inttiioi I'hc party 
tioops are at the state’s disposal, and the leadci of the S S (Iliinmlci) is 
also chief of the federal police (statute of 17 June 1936) 

The police comprises two organizations the Oidmingspohzet (hcadtd 
by S S Sub-Leader Daluege) and the Sicherhetiipohzei (protective polu c, 
headed by S S Sub-Leader Heydiich) The police leadctsliip is the same 
as the S S leaderslup and the S S foi matrons the same as the police 
formations — in other words, the state has in this field abdicated in favour 
of the party 

The decrees of 17 October 1939 and 17 April 1940 go so far as to 
exempt the S S from the jurisdiction of the military couits Even it tire 
SiS serves in the army, it is subject only to S S courts appointed by 
Himmler 

The Hitler Youth, which originated 111 the Jugcndhmid der NSJMP 
(founded m 1922 and given its piesent foim in 1926), is anothei cs.iraple 
of party supiemacy In its eaily period it was only a section of the Blown 
Shirts, directly conti oiled by the S A leadei Baldui von Schiiach, who 
was appointed youth leader on 30 October 1931, was an S,A group 
leader Because the Hitlei Youth was a section of the S A , the ban pio- 
nounced against the latter on 13 April 193a had to be applied to the 
former as well Following the ban, the Hitler Youth was disallihated 
from the S A But the process was slow , though Baldui von Schirach was 
appointed RetcMeiter\ of the paity in June 1933, and thcicby admitted to 
the highest circle of leadei ship, it was not until 29 Match 1935 that an 
executive decree made the Hiller Youth independent ol the S A and 
lecogmzed it as one of the groupings of the pai ty 
The Hitler Youth comprises several groups the Hillci Youth ptopei 
(boys between fouiteen and eighteen years of age) , the Jtmqwlk, the 
Bund DmUcher Madel, the Jung Model, and the Faith and Beauty {Glaube 
und SchbrJmt) organization foimed by the Bmd Deulscha M&del The 
entire body is represented and financially conti oiled by the paity 
treasurer J 

* See p 72 t Sec p 304 J See p. 72. 
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When Baldui von Schlracli was appointed youth leader of the German 
Reich, he became the highest state agent for youth organizations, func- 
tioning both as party and state leader He used his new poweis to co- 
oidinate the entire youth movement and thus put into effect the party’s 
claim to complete contiol. He dissolved the Grossdeutscher Bund, consoli- 
dated the Scharnhorst youth, Labour Front youth, and Agrarian youth 
into the one movement, and reached a working agieement with the 
religious youth organizations 

Despite his pohtical monopoly over all youth organizations, the youth 
leader is not regaided as a state official, he does not belong to the civil 
service and is not subject to its disciplinary regulations The union be- 
tween the Hitler Youth and the state rests solely on the fact that one 
person holds two offices Nevertheless, the Hitler Youth teccives financial 
assistance from the state and enjoys innumerable pohtical privileges 

On I December 1936 the government issued the ‘Hitlei Youth 
statute’, which proclaimed that ‘the entire German youth within the 
Reich teiritory is organized m the Hitler Youth’ The same statute ele- 
vated the national youth leader to a supieme federal office diiectly undei 
Hitler And a decree of ii November 1939 gave the national youth 
leadei superiority in all youth matters ovei regional officials in Prussia, 
state governments, and federal comnujsioners in occupied teiritories 
Despite all this, the youth movement is not regarded as ‘state youth’ 
(such as the Itahan Balilla, for example), but as ‘party youth’ Federal 
and state agencies are simply means through which the national youth 
leader fulfils party needs The Hitler Youth has a legislative, adminis- 
trative, and judicial power of its own, especially documented m the youth 
semce decree {Jugenddtenstverordnung) of 25 Apiil 1939, which made it the 
duty of every youth between the ages of ten and eighteen to serve in the 
Hitler Youth In mutation of Carl Schmitt’s ‘tripartite’ theoiy, the 
home, the school, and the Hitlei Youth are described as the thiee pillars 
of youth-trainmg 

When the Hitler Youth was expanded to compiise the entire youth of 
Germany, it lost its party chaiacter. A new orgamzation intended to 
mould futuie leadeis became necessary, and an executive deciee (25 
March 1939) piovided for the creation of such an 6hte, a ‘Stamm’ Hitler 
Jugend withm the orgamzation Membership in it is voluntary, and this 
central group 13 again a party oigan in the strict sense of the term 

5 The Party and the Other Services 

The relation described in the preceding section is reversed with regard 
to the labour service, the army administration, and the civil services : 
here the state is placed above the party Section 26 of the Reichswehrgesetz 
(army statute) provides for the abrogation of party membership durmg 
the period of a man’s service Section 17 of the Labour Service Act (26 
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June 1935) prohibits party activities dming laboui service, with a few 
minor exceptions It is true that Section 1 1 of the Civil Service Act sus- 
pends the principle of incompatibiiity and aliows civil servants to accept 
unsalaiied positions in the party and its aJIiliated orgamzations without 
special permission , but the tiue relation between the civil services and the 
paity IS best illustrated m the Anordnung uber die Verwdtmgsfilhrung m. den 
Landkteisen (regulation for the administration of small rural umts), a8 
Decembei 1939 This ruling entrusts the Menschenfilhrung, that is, the 
mampulation of the people, to the party sub-leader, who is lesponsible 
to his superiors for ‘the mood and attitude of the people in the small ad- 
ministrative umts’ But the responsibihty for the admimsti ative functions 
rests exclusively with the Landrat, who is not subject to any mterference 
by party ofScials — they may only make suggestions This ruhng cleaily 
demonstrates that despite the ideological degradation of the state, the 
absolute and exclusive commanding power of the state executive has in 
no way diminished. Except for the police and the youth movement, the 
civil service is supreme, the state is stdl totalitarian. 

The difficulties arising fiom the extiemely equivocal relation between 
the party and the state are legally solved by the leadeiship principle , 
moreover, many high party leaders are at the same time high state 
officials In this context we shall discuss only the legal framework , the 
sociological and political implications will be analyzed later * 

At the top, the unity of the party and the state is embodied by Adolf 
Hitlei , who is both leader of the party and chief of state The deputy 
leader of the paity is a cabinet member, though he is not a state minister 
in the propel sense All federal legents and most Prussian provincial 
presidents aie also piovincial leaders of the paity (Gauleiter) The chief 
of the party’s foreign division (Bohle) occupies the same post at Foreign 
Affairs (30 June 1937) There are vaiiations, however For instance, an 
order of 29 February 1937 directs that the Kreisleiter of the party should 
not hold any full-time admmistrative position in the state or mumci- 
palities On the other hand, both state and party orgamzaUons aie sub- 
ject to the commands of the chief of road construction (Todt) and the 
chief of the Foui-Year Plan (Goring) 

Not only do leaders of the party frequently occupy high government 
posts, but the party’s jurisdiction has been given an official status. The 
deputy leader of the party helps to frame legislative and executive orders 
(for example, the decrees of 25 July 1934 and 6 April 1935) and to select 
civil servants directly appointed by the Leader (Section 3 1 of the Civil 
Service Act of 26 January 1937) The same is true of laboui service 
leaders (3 Apiil 1936) In municipal administration, tlje party’s delegate 
IS and remams a party official (Section 6 of the Reichsgememdeordnung). 

We may conclude that it is impossible to describe the party as a pubhc 
coiporation The fact becomes clearer when we examme the problem of 
* See pp 300, 305, 31 1 
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judicial control, the crucial problem for any public coipoiation Unani- 
mous opinion holds that the party is not subject to any control whatever. 
The party’s property may not be attached foi a public oi private debt 
Moreover, the inner administration of the party, its legislative structure, 
and Its judiciaiy are not comparable to those of any other public coi- 
poration. Documents issued by the party leaders are pubhc documents 
and party political leadeis are pubhc servants Pai ty courts have powei s 
identical with those of oidmary courts they are entitled to heai witnesses 
and experts under oath , a lower party official is not allowed to give evi- 
dence before any state court or administrative oigan without the consent 
of the party chiefs State prerogatives enjoyed by civil servants are thus 
extended to the paity hierarchy, and party uniforms and institutions 
enjoy the same protection as the uniforms and institutions of the state 
(statute of 20 Dcccmbei 1934) Party property is fiee of taxation 
(statutes of 15 April 1935 and i December 1936) 

The autonomous position of the party is best expressed in the fact that 
it IS not hable for the torts of its officiak, although such liability holds in 
German law for officials of private corporations and civil servants 
(Article 131 of the Weimai constitution) Some Prussian courts of appeal 
and the federal supreme court have declared the party hable for torts of 
Its officials, especially m non-political matteis,®i but the majority of the 
lawyers and most of the lowei courts accept no liabihty at all The party 
expressly claims all the privileges of the civil service but rejects the 
liabihties It cannot be sued for the torts of its agents unless it volun- 
tarily accedes the state’s jurisdiction m a particular case The paity 
thus occupies the position usually assumed by one sovereign state to- 
wards another Should this situation extend m all fields, the paity will 
ultimately stand above the state 

The party is not an organ of the state Its position cannot be defined 
m terms of our traditional constitutional jurisprudence Walter Buch,®® 
supreme paity judge and, as such, one of those holdmg mastery ovei life 
and death, compares the party to the state itself If his comparison were 
true, an absurd situation would exist, for it would mean the existence of 
a dual system, two co-existent sovereign powers, both claiming allegiance 
and creating a dual jurisdiction To solve the dilemma, Fi icL., the federal 
nunisler of the interior and an old party member — one who has not been 
able to rid himself completely of the tradition of consei vative thinking he 
absorbed as a Bavarian civil servant — employs the following analogy 
the party and the state apparatus aie like two pillars supporting the loof 
of the state, but the state official can and must accept ordeis only from 
his superioi in the state hieraichy Violent piotests arose against this 
interpretation, because it again made the state supreme Reinhaidt, the 
secretary of state m the federal ministry of finance and a high party 
official, insisted that the ‘fundamental basis of umty is not the state but 
the National Socialist party’,*' His view would make the state an agency 



of the party , this is contiadicted by the fact that the army and the civil 
service are subject only to the command of the appropnate state 
authorities 

And if Gail Schmitt should try to solve the puzzle by invoking his 
formula that ‘party and state aie different but not separate, combmed 
but not mergedV® he would be shedding httle hght mdeed — as httle as is 
shed by those intelligent National Socialist theorists who hold that the 
party and the state hve in a ‘constitutional commumty’, by vutue of 
which the idea of the party is that of the state Many competent ob- 
servers have come to the conclusion that since National Socialist pohtical 
and constitutional theory aie in a state of flux, nothmg deiimte can be 
asserted Our task will be to show that this is not quite true, that there 
IS a defimte pattern of pohtical and constitutional theory, although this 
pattern does not fit the rational categories of pohtical thought as we 
know It, whether hberal, absolutist, democratic, or autocratic * 

Before we proceed to develop the structure of the new National 
Socialist theory, we must examine the sigmficance of the National 
Socialists’ denunciation of the state The whole matter will be clarified 
by a comparison of National Socialist and Fascist theories 

6 Party and State in Italy 

In Italy, the Hegelian theory of the state is still dominant, though in a 
distorted form ‘The foundation of fascism’, according to Mussohm, ‘is 
Its conception of the state, its chaiacter, its duty, its aim Fascism con- 
ceives of the state as an absolute in comparison with which all mdividuals 
or groups are lelative For us Fascists, the state is not merely a 
guardian . nor is it an organization with purely material aims . . , 
Nor IS It a purely pohtical creation The state, as conceived and 
created by fascism, is a spiritual and moral fact in itself, smce its pohtical, 
juridical, and economic organization of the nation is a concrete thing , 
and such an oiganizahon must be in its origm and development a mam- 
festation of the spirit 

Mussolini’s pronouncement, profoundly influenced by the doctrmes of 
the Italian Nationalists, has been fully adopted by official constitutional 
theory in Italy Everything is ‘encompassed by the state’ The state is 
an organism , it has a life of its oivn Giovanm GentUe gave this doc- 
trme its philosophical foim The state is an ethical stale, an embodiment 
of the national consciousness, and it is endowed with a mission The state 
is in fact the individual, freed from all ‘accidental differences’ , the state 
IS action and spirit In accordance with this doctime, the Fascist party 
13 a subordinate part of the state, an institution within the state 

At an earher period in his career, when he was an opponent of the 
government, Mussolini had denounced this apotheosis of the state, which 
♦ See pp 375-81, 386-88 
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he was later to make the ofHcial political doctiine ‘I start flora the in- 
dividual,’ he had said, ‘and strike out at the state Down with the state in 
all its forms and incarnations. The state of yesterday, of today, of to- 
morrow The bourgeois state and the socialist state In the gloom of to- 
day and the darkness of tomorrow, the only faith which lemams to us 
individualists destined to die is the at present absuid but ever consoling 
religion of anarchy An about-face such as this is nothing new m 
Mussohni His attitude has undergone a number of profound changes 
on the subject of private property, the monaichy, the church, the senate, 
the stabilization of the lira, and so on 

Gentile’s sophisms proved helpful in these metamorphoses — with their 
aid almost any opposites can be reconciled Even anaichism and state 
absolutism can be made compatible by calling the state the true and only 
individual We are not concerned, however, with the ramifications of 
Fascist ideology, but seek rather to leain why, m contrast to National 
Socialism, the official Italian ideology places the state above everything 
In a speech to the Liberal Conservatives, delivered in Milan, 4 April 1924, 
Mussohni himself gave the answei 

‘Throughout the kaleidoscopic changes of government that have 
taken place, the bureauciacy has lemained the sole stable element 
Without the bureaucracy we would have had absolute chaos It has 
represented the continuity of the nation’s admimstiative and pohtical 
hfe amid the eternal and rotating instability of governments 
Fascism exalted the state because throughout Itahan history the state 
was always weak The unification of Italy, which took place at about the 
same time as the unification of Geimany, did not lead to the creation of a 
strong state power Italy remained a counti y split by sharp geographical, 
economic, and social antagonisms The political unity that had been 
achieved was soiely threatened The Holy See and its 70,000 priests 
violendy opposed the new Italian state for having robbed the Church of 
Its teriitones As late as November 1914, von Bulow, the Geiman ambas- 
sador, could threaten Italy with the restoration of the pontifical state 
unless she jomed the German-Austrian alhance Moreover, the mass of 
the Italian people was opposed to the Wai of 1914, and the opposition 
was not merely confined to small revolutionary groups, as was the case 
in Germany Unlike Geimany, Italy stood at the brink of civil war 
immediately before the outbreak of the First World Wai The decade 
from 1890 to 1900 had been packed with strikes, levolts, scandals in 
finance and industry, rising prices, giowmg unrest among the industrial 
pioletariat of the north and the peasantiy of the south On the eve of 

the Fust Woild War, the Italian workers were able to proclaim and 
organize a Red Week It is not commonly known that by the end of the 
war 1,100,000 trials were pending against deserters.®® One fifth of the 
Itahan army had deserted the flag 
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The requirements of competition in the world market imposed on 
Fascism the task of strengthening Italian state power A democratic Italy 
would have been faced with the same necessity, though it would have 
employed different methods and acted from diffeient motives All this, 
howevei, does explain why the paeans to the state are so central m the 
Fascist ideology 

In contrast with Italy, the German state machine was never seriously 
threatened, not even during the revolutionary days of igi8 and 1919 
The buieaucracy continued to operate undei its own chiefs, although 
seeimngly under the ordeis of the workers’ and soldiers’ councils The 
new democratic governments formed m the Reich and in the states inter- 
fered little with the old peisonnel, and the steps they did take to leplace 
the old civil service with new demociatic ofBcials were slow and faltering 
Wlien, as in Thuringia and Saxony, the workers’ governments speeded 
up the process of demociatizmg the adimnistration, the Reich stepped in 
and deposed the governments The constitution of 1919 finally guaran- 
teed the status and individual rights of civil servants The ensuing period 
of state intervention added new fields to the activities of the state bmeau- 
cracy, and, as parliamentary democracy disintegrated, power graduafiy 
shifted to the ministerial bureaus and the army 

The National Sociahsts were thus faced with an accumulation of state 
power centrahzed m a bureaucracy of high skill and long expenence 
Then attempt to erect a competing paity maclune side by side with the 
bureaucratic state machine and embraemg all the activities of the state 
came to naught At an early period there was a party foreign office 
(Afred Rosenbeig), a paity mimstry of justice (Hans Frank), a party 
ministiY of laboui (Hieil), and a party numstiy of war (R6hm) Hitler 
himself put an end to these attempts on 30 June 1934 

7 The Rational Bureaucracy 

The doctrine of state supremacy had to be abandoned in Germany 
because the claims of the party conflicted with the claims of the state 
Had this situation not existed, nothing could have prevented Hitler 
from holding to the totalitarian state theoiy Today, the doctrmes exalt- 
ing the state, notably Hegehanism, have been thiown overboard 

It may be tiue, as Hobhouse tried to prove, that Hegel’s glorification 
of tlie state was the strongest ideological factor responsible foi Piussian 
militarism and the First Woild Wai But Hegel cannot be held res- 
ponsible for the pohtical theory of National Socialism A number of 
Hegehans are stiU active within the National Socialist movement; 
among them some even try to adjust Hegel’s theory to the new National 
Sociahst ideology Their efforts, howevei, are laughable For no one 
can doubt that Hegel’s idea of the state is basically incompatible with the 
German racial myth, Hegel asserted the state to be ‘the realization of 



reason’, and compared to the theories of Haller and the allegedly libeial 
doctmes of the Burschmschaften (student unions led by the philosopher 
Fries), his political theory was progressive Hegel despised them both, 
for Haller represented a reactionaiy political move to justify the political 
power of the most backwatd stiata in society, while the ‘liberal’ doctrine 
of the Burschenschqftm contained the germ of racism, Anti-Semitism, and 
Teutonic egotism, as even Tieitschke could sec Hegel’s theory 13 
rational , it stands also for the free individual His state is pi edicated upon 
a bureaucracy that guarantees the fieedom of the citizens because it acts 
on the basis of rational and calculable norms This emphasis on the 
rational conduct of the bureaucracy, which is, according to Hegel, a 
prerequisite of piopei government, makes his doctrine unpalatable to 
National Socialist ‘dynamism’ 

A few words are required to clarify the notion of ‘rational’ bureau- 
cracy, as Hegel meant it, and the relation between it and a democratic 
system. Bureaucratic encroachments are today resented in almost every 
country as a threat to individual hberty * And if we define democracy 
solely as an organizational pattern that distiibutes political power among 
freely elected representatives, we can readily see that a bureaucracy that 
IS permanent, hiei archically ordered, and subject to arbitral y command 
must appear as the contiadiction of democracy But dcmociacy is not 
merely an organizational pattern It is also a system of values, and the 
goals It pursues may change Competitive capitahsm aimed exclusively 
to protect the fieedom of society from government inteiferencc In the 
era of collectivism, which replaced competitive capitahsm as a result of 
profound economic changes, and m which the masses demand recogni- 
tion of their mateiial status, the system of values lepresented by liberal 
democracy pioves inadequate Unemployment insurance, health and 
disability insurance, housmg programmes become necessaiy and must 
be accepted as part of the paiaphernalia of democracy In addition, 
some kind of control over economic activities must be established. Two 
methods ate apparently open for the lealization of these new aims One, 
a pluralistic solution, involves self-government througli private mtciested 
parties , the other, a monistic solution, mvolves bureauciatic regimenta- 
tion The choice between the two methods is not easy, all the less so since 
the ultimate in bureaucratic power is reached only when public and 
private bureaucracies inteipenetrate Preference for self-government 
does not necessarily follow from the nature of democracy It would fol- 
low, and mdeed it would be the ideal solution, if the private bureau- 
cracies could reach agreement on all major issues without haiming the 
inteiests of society as a whole. But the expectation is Utopian Wlien- 
ever private groups agieed, it was at the expense of society as a whole, 
the consumer usually suffered, and government interference proved indis- 
pensable, Our society is not Wmohious, U is antagonistic, and the state 
• On the process of bureaucratization, see pp 999, 314, 335-6, 340 



will always be the ultima ratio In Germany, as I have tried to show, the 
pluralist system of private administration sooner or later compelled the 
government to intervene, and as a result the power of the state bureau- 
cracy mcreased Moi cover, the parties concerned, such as trade umons, 
cartels, trade associations, and political groups, tend to become bureau- 
cratic bodies,* whose pm’pose is either to keep then orgamzations rim- 
ning or to keep themselves on top Inevitably, the spontaneous desires of 
the rank and file are sacrificed 

Faced with the choice between two kinds of bureaucracy, the citizenry 
might prefer the pubhc bureaucracy to the private For private bureau- 
cracies pursue egoistic group interests, whereas public bureaucracies, 
even when they are dominated by class mterests, tend to serve the general 
welfare. The reason is that pubhc bureaucracies obey fixed and ascer- 
tainable rules, while private bureaucracies follow secret instructions. 
The pubhc servant is selected by a ment system based on the pimciple of 
equal opportunity for each competitor, even though the principle is often 
perverted in practice Private buieaucracies co-opt their members and 
theie IS no pubhc contiol of this process. 

Max Weber’s sociological analysis of bureaucracy, though based on an 
ideal case, contains a certain amount of truth that applies to any bureau- 
ciatic body Precision, permanency, disciplme, rehability, and rational- 
ity characterize the bureaucrat who acts ‘impersonally’, that is, 'sine ira 
et studio', without hate oi passion . , he is motivated by a simple idea 
of duty, without regard to the person, with foimal equahty for every- 
one It IS true that bureaucracy may turn into an anti-democi atic force, 
but whether it does so or not will depend much more on the stiength of 
the democratic forces than on its inner tendencies Even if it should be- 
come reactionary, the bureaucracy will incline towards carrying out its 
pohcies legally, in line with the fixed rules accoiding to which it must 
behave It will preserve a minimum of liberty and security and thus 
support the contention that all rational law, regardless of content, has an 
incontestable protective function 

The rational piactices of buieaucracy appear mcompatible with 
National Sociahsm for the reasons mentioned The rejection of state 
supremacy is therefore more than an ideological device intended to con- 
ceal the party’s betrayal of the army and the civil service, it expresses a 
real need of the system to do away with the rule of rational law. 

We must not be deceived into assuming, however, that centrahzation 
of bureaucratic machmery has m any way lessened m Geimany, that the 
party’s existence has in any way restricted bureaucratic powers. On the 
contrary, preparedness and war have noticeably strengthened authori- 
tarian control m the fedeial, state, and municipal bureaucracies 

* See pp 73, 3 > 8 , 335 



8 The Party as a Machine 

We aie confionted by two simultaneous trends enormous growth of 
the public bureaucracy in number and function, and an ideological 
campaign of denunciation waged against the bureaucracy, accompanied 
by a campaign to aggrandize the party The party itself represents a 
huge bureaucracy, and the party’s struggle against the state apparatus 
has m no way retarded the process of bureauciatization within the party 
On the contrary, quite m keeping with the general rule, private bureau- 
ciatization has increased with state inteivention As public regimenta- 
tion has advanced, the private orgamzations have taken on a bureau- 
ciatic aspect Because of the complex character of the state’s activities, 
individuals are compelled to join organizations without which they could 
not hope to find their way through the maze of regimentation The same 
process has compelled the oiganizations to appoint experts, to create a 
division of functions among their peisonnel, and to adopt fixed lules for 
their activities As a result, the party is not only a body of faithful follow- 
eis but a bureauciacy as well It represents a fusion of two kinds of rule 
‘charismatic’ and buieauciatic,^^ and the size of its administrative appa- 
ratus rivals that of a state As a result, party juiists distinguish sharply 
between parW leadership and party admmistration , according to one 
lawyer on the treasurer’s slafT, the distinction between leadership and 
administration is symbohzed by the contrast ‘between two paity build- 
ings the FUhrerbau (Leadership Building), characterized by ‘aitistic 
mamfoldness’, and the Administration Building, characterized by a rigid 
functionalism We shall return to this allegorical reference For the 
present, it is sigmficant to note that since i6 September 1931 complete 
control of the party admimstiation has been in the hands of the treasuier 
This has been reaffirmed in the decrees of 2 June 1933 and 23 March 
1934 ‘The paity admimstration lies wholly m my hand,’ remarks Franz 
Schwarz, the chief party treasurer, ‘because it has to be unified 
Schwaiz controls the entire party, its groupings, namely the S A , the 
S S, and its afShated organizations (the Geiman Labour Front, the 
orgamzations of the physicians, lawyers, engmeers, teacheis, university 
professors, civil servants , the motor corps, the Hitler Youth, the students’ 
union). A third category, the so-called betreuten (protected) organiza- 
tions,^’ are similarly subject to party supei vision These are the Deutsche 
Gememdetag (the association of German municipalities), Deutsche Frauen- 
wehr, Reichsbund der Ktnderretchen, and Reichsbmdfdr Leibesubungen 

Hitler’s decree of 29 Maich 1935 determines the extent of the tiea- 
surer’s financial-control, declaring that the party and its groupings con- 
stitute one financial umt under the control of the treasurer, who may also 
call on any state agency for legal assistance in canying out his tasks. The 
treasurer has financial command ovei the property of the party and its 
groupings, and also supervises the finances of all affiliates , m fact, he 
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fixes the amounts each affiliate must raise from among its members The 
party’s financial control is not restricted to party oigamzations, but ex- 
tends to non-party activities such as the Winter Relief collections (decrees 
of I Decembei 1936 and 24 Maich 1937), although most of the contribu- 
tions aie made by non-members Orgamzations exempt from the 
tieasurei’s control aie the labour service and the National Socialist Avia- 
tion Corps (decree of 17 April 1939) This general trend m exemption is 
also observable in the S S. organization those National Socialist forma- 
tions that m effect aeive as coercive aims of the state aie gradually freed 
from party control 

The paity funds are made up of membership fees, with a fiat rate for 
old members (those who joined prior to 1 Apid 1933) and a graduated 
scale for new ones , of service fees (entrance fees, legistration fees, etc ) , 
of hcence fees for the manufacture of party umforms, emblems, and the 
like , of momes raised thiough special collections (statute of 5 November 
1934), lotteries (decree of 6 March 1937), and government subsidies 
Huge sums are involved, as may be inferred from the size of the party 
membership (at the end of 1934 it was about 2,400,000, remaming at 
about that figure until i May 1937, when it rose sharply) The increase 
has been even greater since 10 May 1939, when the requuements for 
joimng were made less strict According to Hitler’s wish, the ideal ratio , 
of party members to the rest of the populaUon is approximately ten per 
cent The regulations of 11 August 1937 piovide that new members 
should be recruited fiom Hitlei Youth who have belonged to their 
oiganization for four unmteiiupted years and have reached the age of 
eighteen Induction of these recruits takes place at the yearly party con- 
vention The party has not only an enormous top machme, but also 760 
sub-district leaders, 21,354 local leaders, 70,000 leaders of paity cells, 
and 400,000 party block leaders As a result, the state and the party 
stand side by side Legally neither controls the other, each is sovereign 
in Its own field — a constitutional situation which is self-contradictory 


III 

THE CHARISMATIC LEADER IN THE 
LEADERSHIP STATE 

I The Constitutional Function of the Leader 
According TO curient National Socialist ideology, the Leader, Adolf 
Hitler, IS the unifying link that joins state, party, and people In German 
etymology, as one National Socialist philosopher has been forced to admit, 
the term ‘leader’ has a rather prosaic background ^ No ‘leadeis’ exist in 
the aimy (except in the lowest lanks), the model hierarchy that the 



National Socialist theorists aie fond of invoking , but there weic plenty of 
‘leaders’ m the very unheroic professions' the tiam conductor, the rail- 
way engmeei, and the pilot of a vessel were usually called ‘leaders’, 
though they arc not allowed so to call themselves today 
The principle of leadership points fiist of all to an orgamzational 
pattern that operates fiom the top to the bottom and nevei inversely 
It dominates all social and political organizations, except the judiciary, 
who, as National Sociahst lawyers like to say, still vote in accordance with 
‘Geimamc’ principles, although it is diflBcult to see why this allegedly 
Gei manic democratic piactice should begin and end at the bench The 
leadership principle does not opeiate m industrial corporations, combines, 
oi cartels * An understanding of the leadership function is essential for 
an understanding of National Socialist ideology 
Leadership is alleged to be entirely diffeient from domination accord- 
ing to German ideology, the charactei of leadership is precisely what dis- 
tmguishes the regime from absolutist dommation Similaily, Germany’s 
lule over Europe is not described as dommation The New Ordei is, 
lather, one of ‘leadeiship’ by Germany and Italy ‘Germany and Italy do 
not claim dommation [Henschafll but leadership,’ says an editorial in the 
Frankfurter Z^itung on 5 January 1941 f 
Adolf Hitlei IS top leader He combines the functions of supreme legis- 
lator, supreme administrator, and supreme judge , be is the leader of the 
party, the army, and the people In his peison the power of the state, 
the people, and the movement are umfied * Oiigmally, the Leader was 
merely the chancellor, more ruthless than any that had gone before, and, 
by vutue of the enabling act of 1933, more powerful, but nevertheless only 
one agent among several, his decrees had to be countersigned by his 
ministers and he was often able to act only through President von 
Hindenburg After Hmdenburg’s death, the president’s ofEce was fused 
with that of the chancellor (then Leader and Fedeial Chancelloi, now, 
since July 1939, simply Leader), and the state was turned over to a single 
person This person is Leader foi life,® although no one knows whence his 
constitutional rights aie derived He is independent of all othei institu- 
tions, so that he has not had to (and did not) swear the constitutional oath 
to pailiament, as lequired by Article 4a of the constitution He cannot 
be deposed by a populai imtiativc, such as is provided for m AiUcle 43. 
He does not administer the three offices of president, chancellor, and 
party leader , he merely uses them to demonstrate his powei The federal 
cabmet is not a cabinet, the fifteen ministers are lesponsible only to the 
Leader They are puiely and simply administrative chiefs appointed and 
dismissed at his pleasure Cabmet meetmgs, therefore, need not be con- 
voked and are m fact quite mfrequent, leavmg the Leader as the sole 
legislator Cabmet statutes enacted on the basis of the enabling act of 
1933 aie not cabmet acts in the sense of decisions made within the cabinet, 

• See pp. 195, 201, 222, !i37, 341 f See p. 110 
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but acts of the Leader Ministers need not be consulted. The same is true 
of plebiscites and statutes enacted by the Reichstag The law is what the 
Leader wills, and legislation is an emanation of his power. Similarly, he 
embodies the administrative power, which is carried out in his name 
He 13 the supicme chief of the aimed forces (statute of 2i May 1935) 
and, as we shall have occasion to see,* the supreme and infalhble judge 
His power is legally and constitutionally unhmited, it is futile to 
attempt to describe it A concept that is boundless cannot be rationally 
defined. 

On the day of Hindenburg’s death every member of the army had to 
take the foUowmg oath T swear this holy oath to God that I shall give 
unconditional obedience to Adolf Hitler, Leader of the Reich and the 
people, supreme commander of the army, and that, as a brave soldier, I 
shall be ready to risk my hfe at any time for this oath ’* Cabinet mem- 
bers have to swear as follows T sweat that I shall be faithful and obedient 
to Adolf Hitler, the Leader of the German Reich and people, that I shall 
give my strength to the welfare of the German people, obey the laws, and 
conscientiously fulfil my duties, so help me God ’ (Statute of 16 October 
1 934 ) The civil service oath runs as follows T swear that I shall be true 
and obedient to Adolf Hitler, the Leadei of the German Reich and the 
people, that I shall obey the laws and fulfil my official duties conscienti- 
ously, so help me God ’ (Section 4 of the Civil Service Act of 26 January 
1937 ) These oaths show that supreme leadership is not an institution 
regulated by rules and precedents, or an office with delegated authority, 
butthemvestituieofpowermoneperson,AdolfHitler ' The justification 
of this principle is charismaUc • it lests on the assertion that the Leader 
IS endowed with quahties lacking in ordinary mortals Superhuman 
qualities emanate from him and pervade the state, party, and people It 
IS not necessary to quote here the idolatrous utterances made by party 
members, cabinet ministers, army officers, univewity professors, and a 
number of Protestant clergymen 

Max Weber* has directed attention to the general phenomencm of 
charismatic rule and has cleaily marked it off from all rational and 
traditional theories of dommation His discovery is in fact a lediscovery 
of a phenomenon as old as political life itself Charismatic rule has 
long been neglected and ridiculed, but appaiently it has deep roots 
and becomes a powerful stimulus once the pioper psychological 
and social conditions are set The Leadei ’s chaiismatic power is not a 
mere phantasm — none can doubt that millions beheve in it Here 
we piopose to examine thiee aspects of the problem the origm of char- 
ismatic leadership, the psychological make-up of those who beheve 
m It , and its social function We shall have to question histoiy for our 



2. LtJTHER ANP Galvin 

Medieval political thought was supeisedcd by the irrationahst philoso- 
phies of absolutism, which held sway for a tune before they were, m turn, 
swept away by modern rationalism Both the Lutheran and Calvinist 
reformations offered irrationtd theoretical justifications for unhmited 
sovereign authority, and were not, as is commonly assumed, among 
those movements that initiated the era of liberalism, naturd rights, 
equahty, and rationalism In the periods of religious wars and civil 
insurrections, the rising middle classes had great need of peace and tran- 
quilhty , merchants and industiiahsts yearned for equality with the clergy 
and the nobdity As a result, a central secular authoi ity was estabhshed 
and Its sovereign power was justified as that of an institution to which 
men owed not only outward obedience but sincere inner devotion 
Charismatic justification of existing authority thus found a place at the 
beginning of bourgeois society , today, in the throes of its gravest and 
deepest crisis, European society has returned to its earhest theoretical 
views 

The early Tudor Pmntans used all soits of justifications for the king’s 
authority — the Scriptures, divine natural law, reasons of state, they 
pointed with solemn warnmg to the teinble fate of revolutionaiy and 
millennial movements on the continent, such as the peasant insurrections 
or the Taboiite and Anabaptist movements The apologists of Heniy 
VIII invoked the Calvinist and Lutheran doctrines to recommend 
obedience to the kmg’s person Their argumentation was predominantly 
anti-rational, even charismatic ‘The king’, wrote Tyndale, ‘n, m this 
world, without law and may at his lust do right or wrong and shall give 
accounts to God only ’’ Henry VIII is likened to the ‘sun of man’ — one 
‘dares not cast [his eyes] but sidewise upon the flaming beams [of the 
king’s] bright sun which be in no wise can steadfastly behold ’ Obedience 
to him was a civil, moie, a religious duty The kmg had to be obeyed 
because he was endowed with superior human qualities. He was the 
Leader One can readily see that these doctrines were opportunistic in 
chaiacter, devised to meet the needs of England’s domestic and inter- 
national position A central and unchallengeable authority was required, 
free from the gup of the Gathohe Church and able to resist foreign 
aggiession— an authonty that would subordinate and, if necessary, even 
exterminate the autonomy of local, feudal, and ecclesiastical domains 
All this made it impossible to resort to a social-contract theory, with 
Its revolutionary implications The Lutheran and Calvinist pohtical 
doctrines supphed a solution to the problem 

Luther, it is true, postulated an individual freedom, but his idea of 
fireedom was profoundly different from ours As set forth m his important 
treatise, ‘On Chiistian Freedom’, Luther’s concept of freedom actually 
combmes our own idea and its exact opposite. ‘A Christian man’, 
ye » 



Luther says there, ‘is the most free of all and subject to none , a Christian 
IS the most dutiful servant of all and subject to everyone ’ The antinomy 
could hardly be expressed m moie defimte terms Both postulates, free- 
dom and subservience, claim equal validity and umversahty 

The concept of ‘inner freedom’ lesolves the contiadiction Fieedom 
and bondage belong to two different spheres , the former to the internal, 
the latter to the external world The first statement of Luther concerns 
the mward man and his freedom , the second, the outward man who must 
obey Such a dichotomy between the inner and outer hfe, each governed 
by different laws, was ahen to Greek and medieval philosophy All 
classical Greek thinkers held that inner fieedom was not possible without 
outer freedom, and the medieval thinkers looked upon man as a rational 
bemg whose essence and activities were ordered according to natural law 
Luther divorced the inner lealm from the outer, and negated the value of 
‘works’, that is to say, of external influences ‘No external thing can make 
a Christian free or pious’ and no external lelation can affect ‘the soul, 
whether to free or enslave it ’ The poor is as free as the ixch, the inden- 
tured peasant as free as the king, the prisoner as free as his jailer The 
oppressed already possess freedom, why should they stiive for it? 

True, the world as it is does not conform to the Christian ideal 
Brotherhood, justice, and love do not prevail here, and Luther originally 
did not hold up this world as an embodiment of Christian prmaples He 
only accepted the world and the sovereign power of the state as regret- 
table facts But this resigned acceptance soon gave way to a full-blown 
justification ‘This article [referring to the peasant demand of 1525 that 
serfdom be abolished] would make all men equal and so turn the spiritual 
kingdom of Christ into a worldly, external kingdom, and that is impos- 
sible For a worldly kingdom cannot stand unless there is an mequality of 
persons, so that some are free, some imprisoned ; some lords, some subjects, 
etc And St Paul says that in Christ master and servant are one 
thmg ’« This was Luther’s reply to the demand that villeinage be 
abolished 

Accordmg to Luther, there are two kinds of justice, an mner and an 
outer True inner justice can only be fulfilled in mner freedom, and outer 
justice through carrying out one’s dunes in a given station An attack 
against a rulei is an attack against his office ‘In the fiist place, a distinc- 
tion must be made between an occupation or a woik and the man who is 
in It, between a work and the doer of it An occupation or a work can be 
good and right in itself and yet be bad and wiong if the man m the occu- 
pation or the doei of the woik is not good and right or does hot do his 
duty rightly The office as such has absolute authority It is divorced 
from the office-holder, and this foieshadows the abstract character of 
human relations * The relations between master and servant and king 
and subject become abstract and anonymous The institution of bondage 
See pp. 314. 3«3. 337 
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is eternal and munutablc. Even if a Christian should fall into the hands 
of heathen Turks, he should not flee from his new masters ‘because if you 
run away you rob your master of your body, which he bought or obtained 
m some othei way , it no longer belongs to you but has become his, hke 
cattle or other property All relations mvolvmg power over men and 
things, whether private or pubhr, are thus saciosanct ‘Disobedience is 
also a greater sm than murder, unchastity, theft, or dishonesty ’ ‘Obedi- 
ence IS the duty of subjects, that they duect all their ddigence and effort to 
do and to leave undone what their overlords desire of them, that they do 
not ^ow themselves to be torn or driven fiom this, whatever another 


The outer world not only requires no brotherhood, justice, and love , it 
need not even be harmomous Authorities demand not love but obedi- 
ence, and mete out not mercy but relentless punishment ‘The ass will 
have blows, and the people will be ruled by force , God knew that full well 
and so He gave the rulers, not a feather duster but a sword ‘There- 
fore, let everyone who can, smite, slay, and stab, secretly or openly, re- 
membering that nothmg can be more poisonous, hurtful, or devdish than 
a rebel It is just as when one must kill a mad dog 

pohtical theory, to the extent that he had one, contamed very 
mtle, however, that might be termed a charismatic justification of power 
ruthlessness of its thesis, the Lutheran doctrine, in so far as it 
^owed of mner freedom, set forth a harmoniotis inner world to oppose 
the wickedness and corruption of the outer one To this extent, it con- 
seeds that came to blossom in the teachmgs of the 
T^borites and Anabaptists Moi cover, by divorcing the office from the 
otface-holder, by making human relaUons impersonal, it inaugurated and 
Dohtered the doctrines of a rationally operating bureaucracy. 

The charismatic doctrine was fully developed by Calvm His writings 
the pohtical theory of the bourgeoisie of the tune, which was 
^efly concerned with estabhshmg a strong coercive state machmc 
-ine Calvinist doctrme makes a clean break with medieval thought m 
an its aspects, theological, philosophical, pohtical, and social ; whereas 
huther at least confronted the wickedness of the world with the justice 
o the evangelical order, as the latter contamed the kernel of possible pio- 
est and revolution, Calvm brought temporal and rehgious realms into 
narmony by imposing his new creed upon the state. The new creed was 


Sermon on the Mount but of the Decalogue, and the 
eology was not scholastic but positivist Accordmg to Calvm, man is 
not a rational being endowed with the hght of reason, he is unable to 
perceive and gmde his life according to any rational precepts His lea- 
son IS corrupt, ‘enveloped and bhnded by mnumerable eirors’ His 
mteuigence and reason is perverted through the fall’ and his ‘mtegrity of 
erstandmg has been destroyed, so that it is impossible for him to 
attain truth. He can reach it in a vfery limited field only This ‘limited 



field* makes for an intrinsic connection between Calvinism and the 
empiricist, expenmental attitude of the period that followed Calvin 
allows for a certain capacity ‘to peiceive earthly matters, those which do 
not teach either God or his kingdom or true justice or the immortahty of 
future life, but are connected with the present life Truth can never be 
attained through the rational piocess Man has to restrict himself to ‘the 
pohtical doctrine, the art to rule well, to mechamcal arts, to philosophy, 
and all those professions which one calls liberal Philosophy and poli- 
tical doctrines can never attain ultimate truth , one would say m our time, 
they are concerned solely with finding the right means to revealed ends 
Calvm’s positivism is even more clearly revealed in the fact that the only 
methodological prmciples he recogmzes as valid are induction and 
generahzation from daily experience Gertamty and universahty never 
result from such scientific procedures 
Yet each man has in him the seed of reason, and this distinguishes 
him from beasts After the fall, humanity would have been lost had not 
God left within us a modicum of reason, which we may caE ‘the communal 
grace of God’.'i How can this ripen and grow’ Not thiough man’s 
reasonmg process — this much is certam — ^but solely through special 
election to grace The umversal grace that potentially envelops all men 
alike becomes actualized only through God’s appomtment of men to 
special stations Galvin here leads us back to our birth in order to show us 
that the reason we possess is a gift of God and not a natural possession 
‘When the infant leaves the womb of its mother, what wisdom does it 
possess? A child is less than the poorest beast How is it that we 
possess the spirit of mtelhgence when we come of age’ It is necessaiy that 
God give It to us Election to giace is not an award for a pious life or 
foi good works , It may even be conferred upon a pagan ” Though God’s 
ways are inscrutable, they do not follow an accidental course — everything 
IS inexorably predestmed, willed by God 
But how are men to recogmze whether their fellow men are endowed 
with God’s grace? The answer is, by their success The ruler, the magis- 
trate, the successful busmess-man, the pohtical leader, the lawyer, doctor, 
factory foreman, the slave owner, aU owe their position to God’s giace. 
They are therefore to be obeyed The charisma flows to everyone in 
power, m every spheie of hfe, every profession and condition. 

The pohtical and social theoiy follows logically from the theological 
piemises, the whole constituting the most radical departure from the 
scholastic position No piecept can exist, no natural law, that binds 
anyone if man’s conscience is corrupt, so is natural law, and God’s jus- 
tice may not be conceived through it ‘If he [man] had remained in the 
state of natural mtegrity as God created him . each would bear in his 
heart the law, so that there would have been no constraint . Each 
would know his rule and , would follow what is good and just But 
conscience and natural law cannot teach us how to behave Natural law 



is not the creative principle of the state, which is neither a natural 
insUtution nor the product of man’s needs The state is a coercive insti- 
tution, antagonistic to the natuie of man It is created by God and is 
part of His plan to save us from deprivation ‘Because the order of nature 
has been perverted, It IS necessary that God show us that we are 
not capable of liberty, that it is necessary for us to be kept in a state 
of Subjection ’2® Thus Calvin breaks with the Aristotehan and Thormst 
tradition and embraces pohtical Augustimanism, establishing ‘the divine 
right of the established order’ 

Sanctity extends not only to the state as such (as Luther contended), 
but to all persons in the hierarchy of the state who share in the exei cise of 
Its power No distinction is made between the bearer of sovereignty and 
Its organs To our supeiiors we owe unconditional obedience, not merely 
as a duty to man but to God, and beyond obedience we owe humihty 
and reverence Those who disobey invoke not only the severity of earthly 
law but the wrath of God Obedience and reverence to authonty are 
demanded not out of constramt but out of volition The medieval notion 
of the governmental contract is imphcitly and explicitly repudiated. 
According to Calvin, it is seditious to judge a king by his obhgations or 
services to the people, for the king is under obligation to none but God. 
Calvm does sometimes speak of a 'mutual obhgation’ between the king 
and the people, but he never understands it to mean a contract , the duties 
God imposes upon the ruler and the people are never mutual ones. 

Any institutional limitation of the ruler’s power is of course incompat- 
ible with such a vietv This does not mean that Calvin advocates or 
defends tyranny and despotism — on the contrary, he admomshes rulers to 
steel themselves against vamty and to fulfil their duties in a benevolent 
spirit Otherwise they will meet the wrath of God’®® 

Histoiians of pohtical thought have made much of Calvm’s statement 
that the magistrates may resist the king if they aie constitutionally em- 
powered to do so ‘In case there are representatives of the people who have 
been established to restrict the despotism of the kings, as, foi instance, 
the tribunes of the people in Rome, or m our kmgdoms the estates 
assembled, it is their duty to resist the presumptions of the rulers If they 
yield, they betray the hberty of the people, which has been entrusted to 
them by God ’®® This short paragraph, which has received enormous 
attention, has been regarded either as a vestige of medieval natural-law 
doctrine or as the begmrung of democratic ideology The mterpictation 
IS entirely unjustified and contrary to the spiiit of the entne work It has 
arisen because French Huguenots like Francis Hotman and Du Plessis 
Mornay expounded pseudo-revolutionary regicidal doctrines on the 
basis of Galvin’s theory The writings of these monarchomachs, However, 
should not be used as a basis for such an mteipretation For one thmg, 
Calvin was not directly lesponsible for their doctrines, and for another 
they were not revolutionaries in any sense of the term, but opportunists 



who used every juristic and theoretical argument to fight the king and the 
Catholic league Galvin’s statement, quoted above, is conservative . it 
demes the mdividual’s right to resist and describes the actual situation in 
Fiance and many other European countries m which the estates restricted 
the king’s power Galvin insists that where such powers exist they must 
not be surrendered, for they are as much an emanation of God’s grace as 
IS the power of the kmg 

The same chapter of the Insiiiuttons^^ speaks of one other means of 
deliverance from oppressive burdens, and the passage is much more 
characteristic of Calvin’s theory than is his statement about the nghts of 
the estates general It has received little attention God, Calvin says, 
may send a providential saviour to his people God mamfests his miracul- 
ous powei, goodness, and providence by appomting one of his servants as 
a saviour and arming him so that he may punish an unjust ruler and 
deliver the people from oppiession However, people must not be too 
credulous when such a saviour appears The charismatic leader is 
announced here, the man who, in the name of God’s providence, is 
authorized to overthrow the government and free the people. 

3 Thb Thaumaturgic Kings 

At the birth of modern capitahsm, allegedly imtiatmg a system of 
rationality, calculability, and predictabihty, stands this social doctrine, 
which IS in every respect the opposite of rationalism, though it fulfils 
ceitain psychological needs of the people that aie older than capitalism 
Anthropologists have directed attention to the mana of kmgs, the magic 
power that radiates from the person of the ruler and leaches the people 
Touching the kmg or being touched by him gives strength to the weak 
and health to the sick The kmg is the hero, the embodiment of the tribal 
totem , he wards off demons that threaten the people, their property, and 
then health. Such were the behefs of the primitives Their views were 
not irrational , the belief in the ruler’s magic power had a rational basis 
Rulers had to guarantee success When floods threatened or epidemics 
and wars decimated the tribe, the kmg had to save and dehver his people. 
If unsuccessful he was deposed and killed The royal chaiisma was 
based on a mutual bargain 

The more we approach modern civihzation, the more the charisma is 
divorced from the king’s social and political obhgations 

The oriental idea of kingship, even the messianic idea of the Old Testa- 
ment, was based on the charismatic doctime The root idea was that a 
primeval monster had existed who incarnated the pnncjple of evil and 
was mimical to God and man (Tehom myth) “ Jahwe, the saviour, had 
finally defeated this monster and brought temporary blessings upon the 
people This, the basic idea not only of the Old Testament but of all 
other oriental religions, lies at the root of the behef in the divme and magic 



power of Mngs The king is not only God’s deputy on earth, he is God 
Heroes, if genuine, were originally not men but gods.®** ‘Earliest known 
rehgion is the belief m the divinity of kings ^ 

The oiiental idea of kmgship was imported into Europe by Alexander 
of Macedoma Prior to him, the Greek luleis had been entiiely political 
figures, their relation to the people purely rational in character Since 
Alexander kings have been worshipped as gods ** The ideological 
distance between the empires of Alexander and Augustus is shoit 
Augustus was regarded as a Messiah,®’ as Hoi ace’s description indicates 
‘the son of Maja who descended to the people of the Qpiiites’ ®® 

In German history the charisma was attached to the tribe and not to 
the king’s person,®® yet it was never regarded as the sole source of author- 
ity and law, and popular consent was as important as the aura of the 
selected tube In the Frankish tradition the charisma manifested itself 
m the flowmg locks of the Frankish kmgs, which gave them unusual powei 
and luck The belief was defimtely not of Christian oiigin , this is clear 
from the fact that the church opposed the Germanic view of blood legiti- 
macy Yet, by a fatal historical accident, the church made an extra- 
ordinary contribution to the revival of the chaiismatic belief. After the 
overthrow of the Merovmgian kmgs and the establishment of the Carohn- 
gian dynasty, the church, by anomtmg Pippin, transfeired the charisma 
from the Merovingians to the Carolmgians In confiiming the Carohn- 
gian coup d'itat, the pope, oracle of natural law, even made unction a 
sacrament, thus conferring God’s grace upon the new rulmg house By 
this act, the church, for reasons of expediency, abandoned its old policy of 
opposing the veneration of kmgs as gods, a pohey it had vigorously 
asserted m the case of the Byzantine kmgs, especially against the Pros- 
kynesis 

Shortly aftei wards, however, the church had to renew its fight against 
royal deification Since Robeit the Pious, the French kings, as well as the 
Plantagenets of England, had claimed the power to heal The king’s 
touch could cuie scrofula, and, on fixed ritual occasions, thousands 
thronged around the ruler for this boon The Gregorian dispute between 
the papacy and the kmgdom was not only a struggle for supremacy 
between secular and spiritual power, but a struggle waged by the church 
against the magic and supernatural powers claimed by the kmgs 
From that period on, unction was no longer regarded as a sacrament and 
the emperor became a layman 

Despite this opposition, the regal heahng power lived on m popular 
belief Barbarossa, the German emperor, attempted to endow the Ger- 
man Reich with sacred attributes m order to combat the pope , he con- 
sidered himself a mmm with oracular power His laws were sacer, the 
res publtca was diva Under the influence of oriental conceptions, Fi ederick 
II_of Hohenstaufen was looked upon as a persomfied god, and John of 
Salisbury, the great English humamst, quite con ectly saw this entire trend 



as marking a reti egression to paganism Superstitions belief in the 
heabng power of kings had an extraordmarily long heyday, lasting far 
into the age of rationalism. Phihp the Fair of Fiance and his entourage 
re-estabhshed the king’s power to heal as a means of offiettmg the claims 
of Pope Boniface VIII,*® and, mcidenlally, of facilitating the expropria- 
tion of the order of Templars The fourteenth century witnessed a 
re-awakenmg of thaiimaturgic practices and beliefs , Luther reports them 
without a single critical word,*® and dozens of pamphlets issued m France 
and England dealt with the lieahng power of the king The pi otectorate of 
CromweU is the only period during which this healing was not practised. 
After the Restoration the belief was revived, with an amazmg amount of 
apologetic hteratuie pouring forth under Charles II ** In France the 
belief disappeared shortly after the Revolution 
In the history of thaumatuigic practices m the Occident, the sigmficant 
fact IS that magic powers are mvoked every time the sovereign tries to 
asseit independence of rehgion and social forces Alexander needed 
deification for his imperialist conquests Since he ruled over people of 
many rehgions, identifying himself with any one of these would have 
involved the danger of having to repudiate all others. By raising his 
own person to the status of divinity, he transcended all the existing 
rehgions Other forms of justification, such as the rational doctrine of 
Aristotle or the democratic doctrine urged by the sophists, were out of 
the question Augustus, too, felt the need of deification for similar 
reasons,*® and the Garohngians resorted to it because they had established 
the new monarchy through unconstitutional means Frederick Bar- 
baiossa and Frederick II mvoked the charisma to help them defend the 
secular power from chuich encroachment In France and England, 
where the king’s power to work miracles was defended by versatile 
apologists, apotheosis of the monaich also served as a preventive of 
popular resistance The Bourbons, Plantagenets, and early Tudors alike 
claimed to be little gods as a means of investing their persons with the 
power necessary to awe recalcitrant subjects 

4 The Psychology of Charisma 
We are not conccined with anthiopological theories of the charismatic 
claim, and yet a few words are necessary to explain why it has been 
revived Without doubt, the alleged supernatural endowment of the 
ruler is an adulterated form of the messiamc idea, the antecedents of 
which can be traced back to the ‘primeval monster who incarnated the 
prmciplc of evil and stood opposed to God and man’ Such antecedents, 
however, do not explam the psychology of charisma, which is far more 
important than its objective analysis As for the charismatic claim itself, 
It 13 not enough to describe it as an ‘outcome of the innate human 
characteiistics of dependence on a higher powei’, as a natural quest ‘for 



someone to help- in view of present distress’ Such statements do not 
explain why the doctrme arises m specific periods of history or why 
specific social strata lely on it rather than on rational considerations 

The problem requires an analysis of the psycliological processes that 
lead to the belief m one man’s power to perform mu acles, a belief that 
characterizes certam pre-iehgious dispositions of the human mind The 
analysis can also lead to an understanding of the psychological process that 
underlies man’s adoration of man As Rudolf Otto has shown, the state 
of mind and the emotions involved are those of an individual who feels 
himself overwhelmed by his own mefiicacy and who is led to believe in the 
existence of a Mystenum Tremendum The mystery creates awe, dread, and 
terror Man shuddeis before the demon or God’s wrath But his attitude 
IS ambivalent— he is both awed and fascinated He experiences moments 
of extreme raptuie during which he identifies himself with the holy 

This entuely irrational belief will arise in situations that the average 
man cannot grasp and understand lationally It is not only anxiety that 
drives men to embrace superstition, but inabihty to understand the 
leasons for their helplessness, misery, and degradation In periods of civil 
strife, religious tuimoil, and piofound social and economic upheavals 
pioductive of misery and distress, men arc often unable, or deliberately 
rendered unable, to perceive the developmental laws that have brought 
about their condition The least rational strata of society turn to leaders, 
Like primitive men, they look for a saviour to fend off then misery and 
dehver them from destitution There is always a factor of calculation, 
often on both sides The leader uses and enhances the feeling of awe ; 
the followers flock to him to attain their ends 

Obedience is a necessary element in chaiismatic leadership — obedience 
both subjectively, as an onerous buiden, and objectively, as a means of 
exacting the performance of duty Consequently, there can be no equality 
among the followers, for power is deiived from the leader He has to 
distribute it in unequal doses, so that he has an elite to rely upon, one 
that shares his own charisma and through it helps him to dominate the 
mass Charismatic organization is always based on strict obedience 
within a hierarchical stiucture 

But if the genuinely religious phenomenon of the charisma belongs to 
the sphere of the irrational, its parallel political manifestation is purely a 
ruse for the establishment, mamtenance or enhancement of power It 
would be a fatal mistake to claim that it controverts any rationaljustifica- 
tion of state sovereignty The charismatic claim of modern leaders 
functions as a conscious device, mtended to foster helplessness and hope- 
lessness among the people, to abolish equality, and to substitute a 
hieraichical order in which the leader and his group share the gloiy and 
advantage of the mmen It has even more efficacy than the chaiisma of 
pnmibve kingship leaders are not deposed oi killed if they fail to dehver 
their people from evil. Do ut das no longei apphes. The charisma has 



become absolute, calling for obedience to the leader not because of his 
useful functions, but because of his alleged superhuman gifts 


IV 

THE RACIAL PEOPLE, THE SOURCE OF CHARISMA 
The Leader’s charismatic power has to derive from somewhei e, from 
God or the tribe In National Socialist theory its source is m the racial 
people Rare is the National Socialist utterance that does not claim that 
all power is derived fiom the people We have seen that Carl Schmitt’s 
‘tripartite’ pohtical scheme aroused sharp ciiticism because it deviated 
on this pomt, assigning an inferior, unpohtical part to the people 

I Nation and Race 

What, then, do the Geiman National Socialists understand by the 
‘racial people’ and why do they stress its supremacy^ Why do they so 
deliberately avoid using the current term ‘nation’? 

Races exist, there is no denymg it, and a race may be defined as a 
group of individuals possessing m common certam traits transmitted by 
heiedity, which are sufficiently clear to mark off one group from others ^ 
As we are not concerned with anthropological problems, we can pass 
over the question what these distinctions are and when they are suffi- 
ciently marked Nor are we interested in adoptmg any specific classifica- 
tion of laces, we agree with the large majority of anthropologists that 
there are no superior or infenoi races, and that theie is no scientifically 
determinable connection between racial and cultural attributes ‘The 
so-called lacial explanation of differences m human performance and 
achievement is either an ineptitude or a fraud ’ ® Wc also agree that 
there are no pure races, that ‘every civilized group of which we have 
record has been a hybrid gioup, a fact which effectively disposes of the 
theory that hybrid people are mfeiioi to pure-bred ones’ ® 

Scientific arguments contribute little to an understanding of German 
racism It is of httlc avail, for example, to attack racism by pomtmg out 
that the term ‘Aryan’ does not denote a common bone structure oi blood 
composition, or any other physical or biological similarity, but merely a 
common linguistic origin Even the discoveries of National Socialist 
antliropology are not to any great extent mcorporated mto the body of 
National Socialist philosophy, which merely speaks of Aryan races or of 
Nordic and Germanic superiority Instead of refuting the racial theory, 
we shall try to understand its social, pohtical, and cultural sigmficance. 
The attempt has already been made Scholars have drawn attention to 
the mtimate connection between racism and the persecution of mmon- 
ties, that characterized the Inquisition, the Albigcnsian crusade, and the 



campaign against the French Huguenots, and have interpreted race 
persecution as a modern form of religious mtoleiance and heresy- 
hunting On this basis, racism has been described as an ideology de- 
signed to defend and justify ‘unequal citizen rights’ ^ This theory is 
ceitainly conect, but does it help us to understand why lacism super- 
sedes nationahsm and why Anti-Semitism, which is the German form of 
racism, IS accepted not merely as a device for persecution but as a genumc 
plulosophy of life pervading the whole National Socialist outlook? We 
shall he able to solve the problem only by analyzmg the functions of the 
Various concepts involved 

Race IS an entirely biological phenomenon, the concept of ‘the people’ 
contains an admixture of cultural elements Common descent, common 
geographical location, common customs, common language and re- 
ligion — all play a part in the making of a people, although the particular 
significance of the various elements may vary accordmg to the histoiical 
situation * The concept of a racial people, a term the Germans are fond 
of, IS, however, based primarily on biological traits , the cultural elements 
serve only to distinguish various groups within one race 

In contrast, the nation is primarily a pohtical concept It involves the 
idea of the state, without which the nation cannot be conceived A people 
becomes a nation if it possesses a consciousness of common pohtical aims, 
if It IS capable of achieving and mamtaming a unified pohtical will As 
eminent a pohtical leader as Disraeh i ejected the very concept of the 
pedple ‘The phrase “the people’’ is sheer nonsense It is not a political 
term It is a phrase of natural history A people is a species , a civilized 
commmuty is a nation Now, a nation is a work of art and a work of 
time.’® 

Nation and nationahty are intrinsically connected with the state ’ 
The modern state, however, has not been created by the nation, but 
resulted from the introduction of commodity production, which has pie- 
ceded the appearance of modern nations When the product of labour is 
a commodity conveitible into money, this money can be used to build 
the state and to establish a bureaucracy and standing army The first 
modem states were the Italian city-states, created not by national feehng 
and national strivmg but by capitalists who hired soldiers and bureau- 
cracies to build up a centralized machine In Italy, France, and Ger- 
many these states were even established by foreigners with whose help 
the French kings, the Itahan podesie^ and the German prmces bioke down 
the feudal opposition ® Seen in this light, the early modem state was not 
'only not'national, but profoundly anti-national Its governments had no 
legitimacy The pohtical theory evolved during this peiiod, if it was not 
oppositional, was concerned solely with devising auana dommatioms, 
techniques with which to establish and mamtain the rule of the absolutist 
dictators Machiavelh’s Prince is the prototype of tliem all 

In its decisive function, the nation is the ideological ground that 



justifies a central coercive authority over tlie feudal, local, and ecclesi- 
astical powers It serves as a mechanism for unifying the vast network of 
individual and group interests— this m the period when the rpirlHl ff 
classes become conscious of then own objectives and succeed in impress- 
ing them upon the whole people 

The social-contract theory, as Hobbes had developed it, was inadequate 
to satisfy the need for a unifymg mechanism and ideology, and Rousseau 
quickly detected its deficiencies Hobbes had held that selfish mterest 
could somehow keep society together and that the state, as an aggregate 
of individual wills, could exist even though no common aim pervaded its 
mdividual members In opposition to this doctrme, Rousseau declared 
that society must be ‘a moral, collective body’ * The transition fiom 
natural society to pohtical soaety, he said, must produce ‘a very remark- 
able change’ m man ‘by substituting justice for instinct in his conduct 
and givmg his actions the morahty they formerly lacked’ The right of 
the stronger, so fundamental foi Hobbes’s and Spmoza’s political 
doctime, could not provide a basis on which society might rest, such 
right, Rousseau declares, is either superfluous or nonsensical 

The nation creates common aims and common loyalties , it makes the 
genei al will conci ete and renders the state independent of divine sanction, 
establishing exclusive hnks between the individual and his secular com- 
mumty The nation, moreover, gives every state a legitimate basis, 
differing in this respect from the umversahsm of medieval doctiine. 
Finally, it does away with the dynastic principle of legitimation that 
identified the state with the rulei 

It was durmg the French Revolution that the nation revealed itself as 
the decisive political force At that tune, the subjective factor, national 
consciousness, the will to pohtical umty, turned into an objective 
reahty,^® and one class, the bourgeoisie, constituted itself as the nation, 
so that the nation became the property, so to speak, of that class Through 
the nation the bourgeoisie impressed its system of values on all of the 
people 

The fusion of the theory of nationalism with the much older doctrine 
of popular sovereignty had revolutionary implications, “ permittmg the 
emergence of an essentially secular society with a umversally accepted 
system of values The French Revolution illustiates the revolutionary 
impact of the new concept Abb6 Sley^:s was the first to propound the 
view that the third estate, the middle class, was the nation, because it 
was the sole productive sector of society The nation, m his view, was the 
aggregate of those mdividuals who stand under a common law and 
are represented through the same legislative assembly. The nation is 
sovereign, its existence its complete justification, and its will the supreme 
law The state is m its service , state power is legitimate only through and 
by it Such a conception, directed against the aristocracy and the 
monarchy, was clearly revolutionary Its influence was so strong that 



even the counter-revolutionaries did not deny the existence of the nation 
but tried painstakingly to turn it to the advantage of the monarchy or 
of the alhance between the monarchy and the aristocracy (de Maistre 
and Montlosier) 

The French Revolution determined the entire course of ideological 
discussion among Euiopean states before Hitler’s advent to power the 
ngtinn a s an cntUy-composed of free and equal citizens, the Jacobin con- 
cept of the nation According to Ernest Renan, the nation is a plebiscite, 
daily renewed, established by the free decision of fiee men 

The sociological function of this new concept is self-explanatory 
Large, thickly populated economic regions emerged, umfied by common 
currency, taiiffs, and transportation , annihilating, or at least weakening, 
mtcrmethate autonomous powers, and demandin g a new allegiance 
The French revolutions of 1791, 1793, and 1848 all declared that the 
nation’s sovereignty is indivisible and inalienable The new nation 
jealously guarded its lights , deputies were elected m its name and not in 
that of any group or class, and no one was allowed to come between the 
mdmdual and the nation This was diamatically and drastically demon- 
strated m the Le Chapelier passed duiing the French Revolution, a law 
that forbade the oigamzationof umons ‘The individual’, Le Chapelier 
declared, ‘owes allegiance solely and exclusively to the state and to no 
one else ’ 

The concept of the nation, furthermore, serves to mdividualize a 
society by marking it off from all others This can occur only when 
societies confront one another, each with specific traits that can be 
readily distingfuished After the breakdown of medieval umversahsm, the 
dynastic principle offered a basis for individualization But when this 
principle broke down and was succeeded by the liberalist state, no 
integrating or mdividuahzing factor was at hand The liberalist state 
Itself could perform this function Its aim was only negative the pio- 
tection of hfe, hberty, and pioperty States, that is to say bureaucratic, 
pohee, and mihtary machines, show more similarities than differences. 
Consequently, the national concept had to fill the gap left by the dynastic 
prmciple It supplied the mdividuahzmg ‘factor in a world of competing 
states. 

a Racism in Germany 

In contrast to France, the German development never stiessed national 
sovereignty In fact, the concept of the nation never took hold m 
Germany It is true that Fichte, one of the foierunners of racial national- 
ism,i® formulated the idea of a German nation, but this concept referred 
to ‘the people’ and stressed the racial and biological affinities pioduced 
by common descent at the expense of the political afifinities or the con- 
scious, free decision of equal citizens Even Wdhelm von Humboldt, a 
great hberal, denied the sovereignty of the nation,” while Heinrich von 



Treitschke regarded the national principle as a mere ‘abstraction’, a 
‘Napoleonic phrase’, ‘an empty figure’ 

The national idea usually goes hand in hand with the democratic 
piinciple and popular sovereignty, and both were extremely distasteful 
to German theorists and politicians Geiman disumty and the rivalries 
among the various states and then princes may have had much to do 
with this distaste In any case, whenever German theorists and political 
figures did speak of the nation, they divorced it fiom any Jacobin, 
democratic, or pohtical implications, that is, from any doctrine of popu- 
lar sovereignty A biological race theory replaced the pohtical theory of 
nationality Long before Hitler, the political bond among free men 
tended to give way to the natural bond among racial Germans 
There is another reason why the national idea did not play a decisive 
part in imperial Germany Emphasis on the sovereignty of the nation as 
such equalizes aU nations and constitutes a barrier against the assertion 
of national superiority If the nation rests on the free decision of free 
men, no nation is superior to any other National sovereignty handicaps 
imperialist expansion Indeed, whenever demociatic states resort to such 
expansion, they almost invariably abandon the national concept and 
glorify racial and biological traits that allegedly make them superior to 
the conquered The doctrme of the white man’s burden illustrates this 
pomt, and is true of the United States. We need only cite the writings 
of Josiali Strong ‘It is manifest’, he declared, ‘that the Anglo-Saxon 
holds in his hands the destimes of mankind, and it is evident that the 
United States is to become the home of this race, the principal scat of its 
power This lacial theory was as much a foundation for imperial- 

ist expansion as it was a spurious solution of class antagonisms 
StiU, lacial theories have had no basic significance in shaping the 
ideology of the English and American people The rapid growth of such 
theoiies m England and America duiing the mneteenth and early 
twentieth centuries served as an aid to the conquest of colomal, semi- 
colomal, 01 very weak states, but their services were never required to 
organize the total powei of the nation for war Not so in Germany. 
German expansion was and is directed against powerful states. When 
Germany came forward as an active imperialist force, it found the earth 
divided among the various nulitary machines Redistribution, where it 
could not be achieved peaceably, required the force of arms and an 
enormous outlay in blood and money It required an ideology that could 
justify the huge effort in the eyes of the people The alleged supenonty 
of the German Nordic lace performed this function ♦ 

As a result, the belief in German racial supremacy is deeply embedded 
m the history of German thought Herdei, the first outstanding philo- 
sopher of history, wrote of ‘a people who, by their size and stiength of 
body, their enterprismg, bold, and persevering spirit m wm . have 



contributed moie than another race to the weal and woe of thu quarter 
of the globe It was the Germans who defended Christramty against the 
rncessant mvasrons of Huns, Hungarians, Mongols, and Turks By them, 
too, the greater part of Europe was not only conquered, planted, and 
modelled, but covered and protected The ^same view is held by a 
large number of Germany’s historians, philosophers, and economists 
Fnedrich von Schlegel invoked racial quahties to explain the superiority 
of the Germamc tubes over the Romans Heinrich von Tieitschke, the 
historian of the Bismarck period, though he held a somewhat equivocal 
position on the race question, interpreted history as a process character- 
ized by the emergence and decay of races, and made a comparison 
between the racial attiibutes of the Glermans, and those of the Dutch, 
English, Russians, Italians, and Americans, showing all non-Germans to 
be infeiior m generosity, feehng foi beauty, and the ‘simple fidelity’ of 
nature In brief, Tieitschke made a catalogue of German virtues, which 
IS still the stock-m-trade of all Geiman propagandists At the same time 
he fought against the lacial Teutomc philosophy of the student umons_ 
(Burschenschaften) He idolized state power, denied that it could ever 
be wrong, and asserted that the most healthy and vigorous expression of 
that power was war 

The influence of the so-called state oi Katheder socialists upon the 
ultimate development of National Socialist racism seems far more 
important The writings of Fnedrich List and Adolph Wagner clearly 
show the factois that contributed to the triumph of racial ideas These 
men* were attemptmg to counteract soaalist theories of class struggle by 
repudiating hberal pohtical thought and by settmg up a state capitalist 
scheme that would ‘mcorporate’ the workmg classes and imbue the 
whole people with the spirit of their racial superiority The aim was to 
orgamze society for unperiahst adventures Adolph Wagner recogmzed 
that Prussian efforts to anmhilate the political and industiial labour 
movement weie insufficient and doomed to failure He also thought that 
the Western concept of Nation was dangerous for Germany, since it 
imphed givmg the workmg classes equal rights, thereby delivering to 
them the fate of the nation and of the state 

Fnedrich List, the first articulate National Socialist — he was not just 
a forerunner but a full-fledged National Sociahst — urged the establish- 
ment of a system of state capitalism His National System of Political 
Economy outhncd the plan, and his Memorandum on the Value and the 
Conditions of an Alliance between Gieat Britain and Germany gave it further 
elaboration The latter work clearly reveals the reasons undeilying the 
acceptance of racial theories and state capitalism 

‘The ruhng section of the peoples of this earth has for some tune 

been segregating itself according to descent One speaks of a 

* See also pp. 162, 173 
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German, a Romanic, a Slavomc race in a political aspect This dis- 
tmetion alone seems destined to exercise great influence upon the 
practical politics of the future At the head of the thiee races stand 
England, Fiance, and Russia . , There is haidly any doubt that 
the Gei manic lace has, by virtue of its nature and character, been 
prcfei entially selected by Providence foi the solution of the great task — 
to lead the affairs of the world, to civihze the wild baibanc countries, 
to populate those still umnhabited, for none of the otheis has the 
capacity to ermgrate en masse and to found more perfect commumties 
in foreign lands and to keep free of the influences of baibaiic 
and semi-barbanc aboiigines ’ 

England, inhabited by a Germanic race and equipped with a mighty 
fleet and vast empire, has the mission of reorganizing the world But she 
can do so only with Germany’s aid ‘Alliance with Germany will remain 
the only true means whereby England can make Asia and Africa service- - 
able for her future greatness, alhance with Germany not as she is today 
but with Germany as she ought to be and as she could become, with 
England’s help.’®*' England must recognize, List declares, that Germany 
cannot become strong on the basis of free trade. Free trade is a fit 
doctrine only for a nation that is already powerful Germany is dis- 
umted and weak, and only protective taiiffs can assure her pohtical unity 
and economic power Germany has to become so strong that she is able 
to keep England’s competitors, France and Russia, at bay. Besides, as 
the past has amply demonstiated, Germany’s industrial growth is to the 
benefit of England, because England supplies the German market 
List was thus the first to develop the theory that Hitler brought to full 
flower m Mem Kampf and that National Socialist foreign pohey attempted 
to realize dm mg the years precedmg the Geiman-Russian non-aggres- 
sion pact of 1939 a redivision of the eaith between Germany and 
England on the basis of German racial doctrmes of superiority 
Sinular motives appeal m the writings and pohtical activity of Adolph 
Wagner, leader of the academic socialists The fundamental problem 
he sets bimself is how can Germany become powerful? It cannot be ' 
done, he thinks, by acceptmg the British system of economics, that is, 
free tiade and free competition Nor can Geimany become great by 
accepting Marxist socialism, which is a materialist doctrme that incites 
class warfare and negates the right of pioperty/"* Wagner is wiUmg to 
admit, however, that there is a grain of tiuth m the Marxist critique of 
hberahsm, The solution lies in buildmg German economy along the 
lines suggested by List The economy must be subordmated to the 
community, and all egoistic inteiests must be suboidmated to the state 
The community that acquues supiemacy m this way is racial, conceived 
on the model outlmed by Herder and Schlegel German culture, as 
created by the Germanic race, is superior to all others Wagner put his 



aggiessive doctrine of racial imperialism to piactical use during the 
Franco-Prussian wai of 1870, when he bitterly denounced Fiance as a 
once-powcrful but now decadent state, which would finally succumb 
because its Galhc lace was biologically inferior to the Germamc 
Germany cannot win the place she deserves if she adheres to the pi maples 
of Manchester liberalism The Veretn fur Soztalpohtik (1872) offered 
Wagner a powerful medium for denouncing Uberahsm and socialism 
alike and for indoctrinating the academic world (and through it the civil 
set vice) with his atate-sociahst idea State legimentation, as he foresaw 
and acclaimed it, would utilize and enhance the productive power of 
industry and thereby weaken the mdustiial and pohtical nught of the 
pioletariat 

It was but a step from tins lacial imperiahsm to Anti-Semitism, which 
we shall discuss later 

The great popularity of the racial doctrine dates fiom the pubhcation 
of Houston Stewait Chamberlain’s dilettante concoction, the Foundations 
oj the Nineteenth Centmyf^ which was an adaptation of Count Gobineau’s 
Essay on the Inequality of Human Races , published m 1854 Gobmeau’s 
work repudiated the French revolutions of 1 789 and 1 848 and all they 
stood foi His doctrme was designed to combat pohtical liberahsm and 
the labour movement, and the book in which he stated it was dedicated 
to the kmg of Hanovei, who had only recently abohshed the liberal 
constitution by unconstitutional means Gobmeau sought an ideological 
basis for a state form that would exclude the proletariat from political 
rights and insure a stable foundation for aiistocratic rule, and that would 
also improve upon the French counter-revolutionist theories of Bonald 
and de Maistre Gobmeau regaids aiistociacy as racially conditioned 
He develops a hierarchy of races in which the Negro represents the 
lowest type and the white race the only civilized, with the fair, blond, 
Gei manic race holdmg a special position of leadership Again it is 
England, not Geimany, that typifies the characteristics of the Germamc 
lace A special Gobmeau association was estabhshed and did much to 
propagate the teachmgs of the master ““ Gobmeau, however, was not 
concerned with justifying any kind of imperialism, French, German, or 
Enghsh His primary interest was to preserve, or rather to restore, the 
privileges of an aristocracy whose pohtical powei had been shattered by 
a series of levolutions and whose rule could no longer be justified by 
tradition 

Gobmeau’s doctrme was re-worked by Houston Stewart Ghamberlam 
and his father-m-law, Richard Wagner, in their hands it became a 
powei fill instrument for racial imperialism and Anti-Semitism It would 
be wearisome to lepcat Chamberlain’s arguments In brief, he held that 
the Teutomc race comprises those who genmnely shape ‘the destimes of 
mankind, whether as buildeis of the state or as discoverers of new 
thoughts and of origmal art . Our whole civihzation and culture of 



today 13 the work of one definite race of men, the Teutomc Chamber- 
lain went far beyond Gobmeau, criticized him, in fact, for havmg accepted 
the cieative function of mixed races Pure races, he held, would evolve 
through a long historic process that would ultimately create a race of 
super-men 

Richard Wagner had met Gobmeau m Rome in November 1876 and 
had been deeply impressed by him,®’ becoming an aident advocate of 
his theories When Chamberlain joined the Wagner ciicle and later 
married Wagnei’s daughter, his father-m-law’s enthusiasm for Gobmeau 
was soon transferred to Chamberlain Letters that passed between him 
and his mothei-m-law, Cosima Wagnei,®® clearly show the evolution of 
the racial doctrine and the influence of Gobmeau’s personahty and 
thought upon the Wagner circle Strangely enough, Chamberlain re- 
futes the idea that a pure race is supeiior to a hybiid one (letter of 15 
November 1893) He asciibes the opposite thesis to Gobmeau and even 
declares that ‘the shadow of Gobineau’s teachmg would hang like a cloud 
over some discussions [of Richard Wagner] m the tenth volume [of 
Wagner’s works]’ The coriespondence, moreover, makes it incieas- 
mgly clear that the entire elaborate structure of the Foundations was sheer 
embellishment of Chamberlam’s Anti-Semitism, the central thesis of 
which was his asseition of a Jewish conspiracy to defeat the Germanic 
races In a letter of 1 1 November 1902 he insists that ‘the chapter on 
Semitism is for me the most important one’ This idea of a Jewish con- 
spiracy recuis ovei and over in the discussions of the Wagner circle, 
especially in Richard Wagner’s own statements Wagner held to the idea 
with amazmg tenacity, in spite of the fact that one of his most influential 
champions in the musical woild was Hermann Levi, the Jewish conductor 
of the Royal Mumch Opera Company, who devoted all his energies to 
Wagner’s operas Wagner, however, was always suspicious of Levi, 
mvariably imagining a Jewish conspiiacy whenevei something went 
wiong m the peifoimance of his works This is especially clear in the 
correspondence between him and King Louis II 

3 Anti-Semitic Theories 

Racism, then, mcreasingly became unadulterated Anti-Senutism, so 
that as the doctrine of German lacial superiority developed, Anti- 
Semitic sentiment developed with it Here again scientific discussion pf 
the truth of National Socialist Anti-Semitic utterances would be futde, 
for Anti-Semitism has had deep roots m German history The whole 
history of German intellectual hfe is shot through with Jew-baiting, and 
Anti-Semitic orgamzations played a leadmg part even durmg the 
imperial period 

With the exception of Lessmg, Goethe, Schelhng, and Hegel, nearly 
all the great poets and thinkers of Germany, even if they were not out- 



spoken Anti-Semites, often unconsciously betrayed Anti-Semitic senti- 
ments that contiasted sharply with the humanitaiian philosophies they 
advocated 

Martm Luthei was the fiist outspoken and passionate Anti-Semite 
Christians, he warns, should not debate with Jews over the Articles of 
Faith Better, he declares, drive the Jews from Gei many His ironical 
remarks on how they should be expelled sound much like those of Der 
Stiirmer, Stretcher’s Anti-Semitic sheet, in which advertisements appear 
offermg the Jews one-way tickets to Palestine ‘Country and streets’, 
Luther says, ‘are open to them so they might move to their countiy if they 
like. We shall give them gifts, with pleasure, in order to get rid of them, 
because they are a heavy burden hke a plague, pestilence, misfortune m 
our country ’ This statement is followed by others expressmg bitter 
hatied and lesentment When the Jews go, they should be deprived of 
‘aU then cash and jewels and silver and gold’ ‘That mto the hands of the 
young, strong Jews and Jewesses be placed flails, axes, mattocks, tiowels, 
distaffi, and spindles, and they are made to earn their daily bread by the 
sweat of their noses as it is put upon the shoulders of the children of 
Adam ’ ‘That their synagogues or schools be set on fire ’ ‘That their 
houses be broken up and destroyed and they be put under a roof 
or stable, like the gypsies m misery and captivity as they mcessantly 
lament and complam to God about us 

The two special treatises in which these outbursts of fanatic hatred 
appear typify the sentiments of a small section of the German middle 
classes throughout modern German history, and have formed the basis 
for Anti-Semitic acts up to the time when National Socialism made them 
part of official pohey 

Fichte was an avowed Anti-Semite, and his Anti-Semitic feelmgs took 
sharpest form durmg the period m which he was developing his near- 
anarchist theory of the state It is impoitant to realize that these Anti- 
Semitic statements occur duiing the hberal period of his development. 
The connection was not accidental, as we can recogmze when we re- 
member that in the period following the Fiench Revolution and the wars 
of hberation, it was the liberal movement that took up and earned for- 
ward Anti-Semitism Napoleon’s rule had bi ought legal emancipation 
to the Jews m Geimany, and the fight against Napoleon there became a 
struggle against all that his reforms had achieved Under liberal and 
patriotic slogans, mobs destroyed Jewish homes and synagogues, and mal- 
treatment of Jews became an almost daily occmrence 

Anti-Seraitism has been a pohtical force in Germany ever since the 
wars of libeiation The Bismaick peiiod made it a popular movement. 
The Jews were blamed for the finanaal crisis that terminated the 
economic upswing of the years following the War of 1870 In 1873 
Wilhelm Marr, a Hambuig journalist, published a pamphlet The 

Victory (if Judaum over Germany,^* which incited violent Anti-Semitic 



hatred In the same peuod, an aggressive imperialism justified by racial 
aiguments joined hands with the Anti-Semitic wave. 

The two last-mentioned tiends merged when Adolph Wagner joined 
Com t Ghaplam Stocker m the Christlich Soziale Arbetterpartei, founded in 
1878 This orgamzation, whose ongmal aim was to enlist the workers’ 
support for the unperiahst programme, soon became an out-and-out 
Anti-Semitic paity that earned on widespiead propaganda and gamed 
representation m the Reichstag A whole stream of Anti-Semitic writers 
marks the period Eugen Duhring, the famous critic of libeial capitalism 
whom Engels attacked in his AnH-Dtlhnng , Max Stirnei, the anarchist, 
Heimann Alilwardt, who incited pogroms and succeeded in staging a 
ritual murder trial at Xanten, neai Dusseldorf Ultimately, the move- 
ment enteied into political alhance with the Conservative party. 
Although Anti-Semitism was nowhere so actively propagated as in 
Geimany, it failed to strike root in the population, the agitation became 
so vigorously fanatic that it defeated itself The workeis’ movement re- 
mained immune from it, and Bebel, pre-war leadei of the German- 
Social-Democratic party, was acclaimed when he denounced Anti- 
Semitism as the ‘socialism of fools’ In 1885 the Conservatives dropped 
Anti-Semitism fiom then platform and severed their connections with 
the Anti-Semitic party, causing its parhamentary defeat 
Anti-Semitism was also the basic pohey of the Pan-German Umon, 
which raised the demand for a greatei German empire, especially for a 
Middle Europe under Geiman hegemony * 

Three major themes lecui in these Anli-Semitic writings First, the 
identification of capitalism with Judaism, especially in the wiitmgs of 
Adolph Wagner This thesis has been submitted to scientific mvestiga- 
tion in Werner Sombart’s famous book, The Jews and Economic Life The 
second thesis is that the Jews are also the leadcis of Marxist socialism 
Both themes are mcessant m the National Socialist propaganda scheme 
and thoioughly pervade Hitler’s autobiography ** The third and most 
potent theme combmes the two others the leaders of world Jewry (the 
Elders of Zion) have orgamzed a Jewish world conspiracy for the destruc- 
tion of ‘Aryanism’ In the conspiracy, some Jews have been smgled out 
to lead world capitalism, others to conduct the opeiations of the inter- 
national socialists and bolsheviks The evidence for this conspiracy con- 
sists of the infamous Protocols of the Elders of Zion, the history of which 
IS too weU known to lequire discussion heie 

4 Blood Pumfioation and Anti-Jewish Legislation 
National Socialism is the first Anti-Semitic movement to advocate the 
complete desti uction of the Jews But this purpose is only part of a wider 
plan defined as ‘the purification of German blood’, m wluch barbarism 
* On the Pan-German Umon, «ee below, pp 169-78, 
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and a few progressive features combine to form a repellent whole Pro- 
phylactic measures have been enacted to insure the propagation of 
Noidics m sufficient number “ Mairiage is permitted only after thorough 
medical and eugenic examination S S men must have special permits for 
marriage Even more important are the measmes intended to prevent 
the piopagation of physically and biologically unfit persons the castra- 
tion of habitual criminals and the sterihzation of hereditary defectives 
The term ‘habitual criminal’ refers to peisons over twenty-one years old 
who have been twice sentenced to prison terms of sue months each for 
sex Climes, or to persons sentenced for murdei or manslaughter com- 
mitted to incite or satisfy sexual lust. The agency that orders the castra- 
tion IS the cnrmnal court 

The basic text of eugenic legislation is a statute ‘to prevent hereditarily 
diseased offsprmg’ (issued 14 July 1933) It peimits sterilization m cases 
of (i) hereditary imbccdity, (2) schizophienia, (3) mamc depression, 
(4) hereditaiy epilepsy, (5) Huntmgton chorea, (6) hereditary bhnd- 
ness, (7) heieditary deafness, (8) extreme physical malformation The 
patient, the medical officer, or the director of the institution in which the 
patient is confined may apply to a special sterihzation court {Erbgesmd- 
heitsgerxcht), which is composed of a judge, a medical officer, and a 
medical practitioner Appeal from its decision may be taken to an 
appeals court {Erbgesundheitsobergencht), which has a similar composition 
and whose decision is final 

The courts have given an exceedingly broad and brutal interpretation 
to the sterilization statute If we are to beheve the statements of Mi 
Wdham Shirer m his articles in Life magazine,®^ Himmlei, chief of the 
German pohee and leader of the S S , has ordered the execution of about 
50,000 mental deficients durmg this war alone Since Himmler is a most 
articulate racial fanatic and is master of life and death in Germany, 
Shirei’s report has a prtrm facte piobabdity 

The National Socialist population policy — ^part of which is discussed 
in the chapter entitled The Grossdeutsehe Reich — is, perhaps, the most 
revoltmg of National Socialist pohcies It is so completely devoid of 
Chiistian chanty, so httlc defensible by reason, so fuUy opposed to pity 
and compassion, that it appears as a practice of men utterly pagan It 
centres round the two conomandments issyed by the National Socialist 
leaders to the German women, whether married or not, the com- 
mandment to produce children , to the S S , the commandment to kill 
those who are not fit to hve Produce as many children as possible so 
that the earth can be ruled by the master race , kill the unhealthy so 
that the masters need not be burdened by the caie of the weak 

In this respect, National Socialism and bolshevism are utterly diver- 
gent Not the pei'secution of political opponents — which is practised m 
both countiies — but the exteimination of helpless individuals 13 the 
prerogative of National Socialism 
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The same spirit pervades the entire anti-jewlsh legislation, which 
we can. here consider only in its broad outlines. The process of urbaniza- 
tion, which had affected the whole population, was accentuated among 
the Jews, especially during the Hitler regune For years before the advent 
of Hitler, however, thejewishpopulationhadbeenon the decline because 
of the falling birthrate among Jews, frequent mixed maniagcs and many 
desertions from the Jewish commumty 
Jewish influence was unquestionably strong in the free professions and 
in big cities Outside the free professions, Jews were engaged mainly m 
trade and transport, though their share in industry was not inconsider- 
able. In agncullme they played a very small part, if any Most of the 
department stores were owned by Jews , Jews were also predominant in 
the metal trades (57 3 pei cent Jewish), though the mfluence of the free- 
metal trades had declmed rapidly as a result of the monopolist piocess 
mentioned in a previous chapter Jews controlled 18 7 per cent of all 
the banks and most of the clothmg industry The economic significance 
of the banks was on the wane, however, smee financial capital had long 
been declimng m favour of industrial capital 
In industry proper, Jewish mfluence was not very sigmficant Only 
one of the electio-techmcal concerns can be said to have been Jewish 
Of course, there were Jewish members of boards of managers and of 
supervisory boards m a few giant industnal enterprises Where Jews held 
high positions m the field of industrial management, however, they did 
so by virtue of then efficiency and abdity , otherwise they would not have 
been tolerated by the industrial leadership, which was thoroughly Anti- 
Semitic Paul Sdverberg, for example, was the orgamzer of the Rhenish 
ligmte mdustry, and Oscai Ohven was outstanding in the field of electri- 
fication Most of the so-called Jewish industrial leaders, howevei, had m 
fact severed their connection with the Jewish community and, more often 
than not, were active and ardent Catholics or Protestants and political 
reactionaries, who would gladly have jomed the National Socialist party 
had that party not been so overwhelmingly Anti-Semitic 
The Anti-Semitic laws affect the position of Jews as citizens. The 
sq-called Nuremberg laws of 15 September 1935, which were promul- 
gated to ‘mamtam the purity of German blood’, prohibited marriages 
between Jews (including peraons having one Jewish giandparent) and 
German citizens of German ‘or racially similar blood’ Non-Aryans who 
had one or more Jewish grandparents were permitted to marry among 
each other only with the consent of the federal minister of the interior 
and the deputy leader Marriages performed against the law, as well as 
eirtra-marital sexual relations, were made punishable by hard labour, 
Jews were notpermitted to display official flags or to exhibit their colours 
in any way They could not employ any female servant of German blood 
unless she was over forty-five years old 
These ‘blood purification’ laws are among the most infamous m the 
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repertory of National Socialism, They not only play mto the hands of 
blackmailers but they have completely shattered the last vestiges of legal 
protection previously granted by the penal code Though the statute 
clearly prohibits only extra-marital cohabitation, and though Section 3 
of the penal code affirms the principle of territoriahty, accordmg to 
which only crimes committed m German teriitory are punishable in 
Germany, the courts extended the act far beyond the original wording 
and today race betrayal and race defilement are punishable even if com- 
mitted by Germans hving outside Germany The new mteipretation 
was based upon Section a of the penal code, as amended by act of a8 
June 1935, which provides that ‘any person who commits an act which 
the law declares to be punishable or which is deserving of penalty accord- 
mg to the fundamental conceptions of a statute and sound popular feel- 
mg, shall be punished If no penal law exists that directly covers the act. 
It shall be punished under that statute the fundamental conception of 
which applies most nearly to the act’ Drastic as it is, this section is 
clearly not applicable to the matter under discussion, and an old, highly 
reputable professor of crimmal law at once denounced the decisions based 
upon this section He pomted out that the federal supreme court’s 
decision contained not a word of proof and that Section a did not permit 
It to abandon the territorial prmciples upon which the very stiucture of 
the penal code depended 

Increasmg cruelty has been shown in the decisions deahng with extra- 
marital sex relations between Jews and non-Jews The federal supreme 
court, for example, deemed it an aggravatmg rather than an extenuatmg 
circumstance that an old Aryan hvmg with a Jewish woman, whom he 
was prepared to marry, continued the relation after the enactment of 
the ‘blood purification’ act Such behaviour, the court declared, was 
expressive of ‘a specially stubborn lebelhon against National Socialist 
legislation’ The same rigour has been applied in cases where the 
unmarried couple had a child for whom they were fully providing 

The complete abandonment of legahty by the courts is even more 
clearly revealed m their mteipretation of the term of ‘impermissible 
cohabitation’ A large number of acts that in no way constitute sexual 
cohabitation have been declared to be punishable,®® and even an oral 
request to cohabit has been construed and punished as ‘attempted racial 
defilement’ It is a mystery how such decisions could be reconciled 
with the aim of the statute, which according to a defimtion by the federal 
supreme court is ‘to protect the blood as a hvmg organism circulatmg in 
the Geiman people’ The decision has with equal cruelty been apphed 
to racial defilements (committed by Jews and non-Aryans) and to race 
betrayal (committed by Germans) 

A systematic effort was made to create a legal Ghetto, and many 
enactments and court decisions have pared away the political rights of 
Jews and non-Aryans The decree of 17 August 1938 and the executive 



order of the federal mmister of the interior of 23 August 1938 concerned 
Jewish fiist names Every Jew, unless he had a name which was listed 
as permissible, was compelled to add ‘Israel’ or ‘Sarali’ Jews born aftei 
the enactment of the law could be given only such names as were pro- 
vided for in the minister’s ruhng Names like David, Abraham, Jacob, 
Darnel, Gabriel, Judith, Eve, and Ruth, all of which have historical or 
religious significance, were not listed and were therefore foi bidden to 
Jews , the names permitted weie spelled in the Yiddish manner so as to 
stamp them as foreign and ridiculous in the eyes of Germans Umnten- 
tional or negligent violation of the ruhng was made punishable by fine 
or imprisonment up to one month On 5 October 1938 a decree imposed 
special Jewish stamps on passports issued to Jews An earlier ruhng 
(23 July 1 938) compelled Jews to apply for special identification papers, 
which they were to carry on their persons at aE times and which they had 
to attach to applications they made to an official or party agency 

Expulsion of the Jews from the German commonwealth began with 
the nationality act of 15 September 1935, which made a distinction 
between ‘state subjects’ {Stmtsangehonge) and citizens (Rewhsburger). 
State subjects were those who belonged to the protective association of 
the German Reich , and citizens were those ‘of German or racially similar 
blood who by their behaviour demonstrate that they are wilhng and able 
faithfully to serve the Geiman people and the Reich’ Citizenship was to 
be acquiied by means of a citizen’s chaiter, and only citizens possessed 
political rights An executive decree of 14 November 1935 made without 
charter every national of German or racially similar blood a citizen, 
provided he possessed the right to vote or was granted citizenship by the 
fedeial rmmstei of the mtenor The same citizenship act expelled all the 
remammg Jewish civil servants 

This step was the last m a series of legislative measures aiming to expel 
non-Aryans from the civil services, free professions, and all cultural fields 
The opemng piece was an act promulgated 7 April 1933, for the purpose 
of ‘restoring the civil services’, according to which only those Jews who 
were war veterans, or whose parents or sons had been killed in the First 
World War, or who had already been employed in the service m August 
1914 could remain at their posts By the end of 1938, however, Jews were 
completely eliminated from the civil services and ficc professions, and 
the destruction of the economic position of the Jews was ready to begin in 
fidl force The occasion for this next step was the murder of vom Rath, 
counselloi at the Geiman Embassy m Paris The assault on the economic 
position of the Jews coincided, significantly enough, with the purge of ‘in- 
efficient’ personnel from retail and handicraft business that is to say, with 
the repudiation by National Socialism of its pledge to protect the old mid- 
dle classes It is virtually certam that the vom Rath murder was merely 
a pretext and that the economic peisecution of the Jews was a mere 
diversion intended to conceal the assault on the middle classes as a whole 



5 Aryanization of Jewish Property 
The elimma'tion of Jews from economic life was carried out in three 
forms contractually, illegally, and by statute ‘Legal’ elimination took 
the form of forced sales, especially of small Jewish businesses, thus satis- 
fymg the appetites of National Socialist officials and small Aryan com- 
petitors One of the methods used was that of handing over the Jew’s 
share of a busmess to his Aryan partnei — the National Socialist district 
leader often put pressure on the Aryan paitner to get rid of his Jewish 
associate Jews were increasingly denied the protection of German 
labom legislation The practices, which have httle economic signifi- 
cance, merit attention only m a study of the methods of National 
Socialist persecution and their so-called ‘pmity in business’ On 8 May 
1935 the Frankfurter Z^ttung was forced to adnut that far from benefiting 
the German imddlc classes, Aryamzation chiefly served the interests of 
the giant enterpiises, which used the opportunity to ‘round off and 
extend’ then holdings by buying out Jewish owners Small concerns had 
neither the capital nor the equipment lequired to take over Jewish con- 
cerns Thus Aryamzation became a powerful stimulant to capital con- 
centration and monopoly, a development we shall discuss below * 
Monopolist growth by way of Aiyanization was particularly marked 
m the banking field Between 1932 and 1939 the number of private 
banks decreased fiom 1350 to 520 Aryamzation not only assisted the 
interests of powerful banking institutions , it also became a means for 
industry to acqmre banks of its own and extend its activities in the bank- 
mg field For example, the powerful banking fiim of S Hirschland 
of Essen, which had played such a considerable part m the industrial 
development of the Ruhr basm and which had given financial support 
and aid to Thyssen, was Aryamzed by a group controlled by Thyssen 
and Fhck (The same piocess probably contributed to Thyssen’s down- 
fall, smce It made his most powerful rival a pait-owner in a bank that 
had formerly served Thyssen’s interests ) 

We lack the space to teU the whole story of the Aryamzation of Jewish 
business Wherever powerful Jewish firms could not be swallowed by 
competmg Aryan enterpiises, they weie taken over by banks, as was the 
Schocken department store, a family enterprise that is now a jomt stock 
corporation owned by banks , 01 the machine shops and wagon factoiy of 
Orenstem and Koppel Aryamzation strengthened ‘piedatory’ capital 
at the expense of ‘productive’ capital It also harmed retail business as a 
whole For example, a number of Jewish factories, among them the three 
largest shoe factories, all of which had retail outlets of their own, were 
consohdated, and the hold of the monopolists over the retaileis and the 
entire field was thereby strengthened The huge increase of power and 
profits that Aryamzation brought to the big banks and big busmess was 
♦ Sec pp. 226, 237-8. 



further enhanced when Austria, the Sudetenland, the protectorates, and 
France were acquired 

The German material on which the contents of this book are based 
does not supply documentary proof of illegal seizures, although the testi- 
mony of refugees offer’s ample evidence that the practices were wide- 
spread We do, however, find a great deal m the documents peitaimng 
to legislative expropriations In Germany there are a number of pro- 
fessions the practice of which requires a hcence A numbei of lawyers and 
administrative tribunals held that the Jew per se was not unreliable and 
that for this reason the admmistrative agency could not refuse a hcence to 
a Jew solely because of his race Consequently, the factory code, m 
which most of the provisions on this point appeared, was amended by a 
statute of 6 July 1938, so as to make Jews mehgible for hcences in a 
number of trades (watchmen, mformation and mquiry agents, leal- 
estate agents, leal-estate administratois, loan-commission agents, mar- 
riage agents, guides, etc ) From this statute German lawyers now deduce 
that the principle of freedom of trade no longei apphes to the Jew 

Legislative and admirustiative acts endeavout everywhere to make the 
concealment of a Jewish business impossible Any merchant may 1 equest 
an injunction against any Jewish firm that even allows the impression 
that it IS Aryan,** and every Aryan has the right to warn a customer 
against buying fi om a Jewish competitor if such warning is in the interests 
of the pubhc *’ Slowly and reluctantly, the courts have gi anted Aryans 
the right to withdraw from long-teim contracts with Jews ** 

Complete legislative exclusion of Jews fiom economic life was initiated 
by a decree of a6 April 1938, which compelled Jews to ‘register and 
evaluate their total domestic and foreign properties’ and (by executive 
decree of the same date) forbade them to acquire by purchase 01 lease 
any industrial, agrarian, or forestry enterprise , at the same time, Jews 
were prohibited from establishing any new business without pei mit The 
fact that an inventory of Jewish propeity was ordered as early as April 
1938 again makes it extremely unlikely that the expropriating legislation 
of November of that year was simply a retaliatory measure against vom 
Rath’s murder or a response to the ‘spontaneous anger of the enraged 
populace’ It was rather part of a long-nurtured plan The discontent 
among small business-men because of their elimination from busmess had 
to be diverted 

A decree of 12 November 1938, enacted about a week after vom 
Rath’s death, forbade Jews to carry on retail, handicraft, or mail- 
order busmess, or to sell their goods at fans and markets It eliminated 
Jews from plant management (i January 1939) and authorized employers 
to dismiss more important Jewish employees , it also authorized co- 
operatives to expel all their Jewish membeis The executive decree of 
23 November took great pains to insure that compulsory hqmdaUon of 
Jewish busmess would not profit the Jewish owners. Goods could not be 



sold out to consumersj but had to be handed ovei to the group in industry 
or trade for safe-keeping Such goods had to be appraised by officially 
appointed persons, and liquidators foi the business were often appointed 

This enactment, which struck only at retail and handicraft businesses, 
was supplemented by another, dated 3 December 1938, which affected 
every Jewish industiial and trade enterprise that could be put up for 
compulsory liquidation or sale Tiustees could be appointed for such 
enterprises so that the ovmei lost all authority to dispose of his enterprise 
01 any part of it The decree also authoiized the government to order 
any Jew to sell his agiicultural or forest land holdmgs and real estate 
withm a period to be designated It forbade Jews to acquire such hold- 
ings, by purchase or auction Jews could not dispose of then holdings 
without special consent , they could not mortgage them The last pro- 
vision was so broadly intei preted that m the end Jews had no security 
whatever for their claims For example, a Jewish beneficiary of a will 
could not secure his claim to an estate by placmg a mortgage on it 

The Jews were further denied protection by being excluded fiom the 
benefits ofa decree regulatmg the maturity of old mortgages (22 December 

1938) , although the wording of the decree did not discrmunate against 
them Trustees appointed to liquidate or sell Jewish businesses com- 
pletely replaced the ownei, so that he was not even permitted to delete 
hia firm from the commercial register (The name of the firm often 
enjoyed wide repute and thus constituted a considerable asset The 
same decree compelled Jews to deposit all stocks and bonds with a 
recogiuzed bank These could not be disposed of without special pei- 
irussion of the federal mmister of econoimcs. Gold, platmum, silver, 
jewels, and similar possessions had to be surrendeied to special purchas- 
ing agencies established by the Reich (executive decree of a i February 

1939) The basis of appraisal was fixed by the government 

The vom Rath murder was made the occasion for a special assessment 
of 1,000,000,000 marks to be paid by all Jews of German nationahty 
%vhose propel ty exceeded 5,000 marks The levy was to be raised by a 
tax of 20 per cent on all property belongmg to such Jews, and was made 
payable in four equal instalments r unnin g to 15 August 1939 (decree of 
12 November 1938 and executive decree of 21 November 1938) As a 
further reprisal, a special decree (12 November 1938) compelled the 
Jews to pay costs foi all damages to Jewish busmesses and houses resultmg 
from the riots of 8, 9, and 10 November 1938, staged by the National 
Socialist pai ty The tax sind the other laws were of course linked to one 
anothei The hquidation of Jewish busmess, real estate, stocks, and bonds 
was hastened by the need to pay the levy, the value of Jewish holdings 
was depieciated and many holdings weie wiped out 

Even the anti-Jewish economic legislation cannot be reviewed in 
detail here Taxation exemptions enjoyed by chaiitable orgamzations 
were not extended to Jews, and laws intended to alleviate the debtor’s 



burden were made inapplicable to them Tax exemptions allowed to 
people with children were suspended if the childien were Jewish (citizen 
tax law of 3 1 October 1938) Jewish tenants do not enjoy any protection 
against notice from the landlord (30 April 1939) Thus, segregation, 
political enslavement, economic extinction, and the cultural ghetto go 
hand in hand 


6 The Philosophy of Anti-Semitism 
This enslavement was not accomplished at one stroke There aie a 
number of reasons for the so-called official leniency shown until 1938 
regarding the economic position of Jews Foreign pressure was un- 
doubtedly very important The speech which Federal Minister of the 
Interior Dr Frick’“ gave before the diplomatic corps and the foreign 
press on 15 February 1934, justifying the anti-Jewish legislation, clearly 
shows how much Geimany cared for public opimon The msistence upon 
legality instead of outiight expropriation is also to be explamed by 
purely economic reasons A precipitate bqmdation of Jewish holdings 
would have disrupted German economic life 
Pohtical and psychological factors m the anti-Jewisb economic legisla- 
tion seem to have played a decisive part The economic legislation 
against the Jews was one of the most important methods for distributing 
spoils , It pei formed the same function as the expropriation of ecclesi- 
astical property under Henry VIII and during the French Revolution 
It redistributed property among those strata of the population whose 
support is vital for the regime the powerful financial and industrial 
capitalists 

Expropriation of Jewish property is also a method of satisfymg the 
anti-capitalistic longings of the German people Since property has 
generally been left untouched by National Socialism, it is vital for the 
regime to show that it has the power of taking it away In the eyes of the 
anti-capitahstic masses, the expropiiation of one section of the people 
makes it appear possible that some day the regime may resort to outright 
and wholesale nationalization, an expectation shared by many foreign 
observers who are prone to denote the National Socialist regime as an 
anti-capitahst one 

Instead of exterminating Jewish economic life at one blow, the 
National Sociahst administration proceeded gradually The reasons for 
this were political The administration kept a numbei of anti-Jcwish 
measures up its sleeve and enacted them one by one, whenever it was 
necessary to stimulate the masses or divert their attention from other 
socio-economic and international policies Spontaneous, popular Anti- 
Semitism IS still weak in Germany This assertion cannot be proved 
directly, but it is significant that despite the incessant propaganda to 
which the German people have been subjected for many years, there 13 
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no record "of a single spontaneous anti-Jewish attack committed by 
persons not belonging to the Nazi party The wi iter’s personal con- 
viction, paiadoxical as it may seem, is that the German people aie the 
least Anti-Seimtic of all 

To understand the loots of Anti-Semitic terrorism reqmres a dis- 
tinction between the various types of Anti-Semitism and a brief discussion 
of prevalent Anti-Semitic theories. 

Anti-Semitism can be totalitarian or non-totalitarian For the totah- 
tarian Anti-Semite, the Jew has long ceased to be a human being He 
has become the incarnation of evil in Germany, nay, in the entire world 
In other woids, totalitarian Anti-Semitism is magic and beyond dis- 
cussion 

Non-totahtarian Anti-Semitism preserves remnants of rationality and 
can, therefore, be analyzed It exists m four forms rehgious, economic, 
pohtical, and social 

Religious Anti-Semitism derives its strength from the accusation levelled 
agamst the Jews that they weie responsible for the crucifixion of Christ 
Such feehng, still powerful m certain Catholic countries (foi instance, 
Catholic Canada and South America), had very httle influence in 
Germany It could be found among the impoverished Cathohe masses, 
particulai ly m Upper Silesia, but even there rehgious Anti-Seimtism was 
fused with Polish naUonalism It largely expressed the opposition against 
the Gcimamzation of the province during the imperial period, a process 
in which German Jews played an important, perhaps the most impoitant 
pait Polish nationalism was direct^ against the Prussian bureaucracy, 
who represented political power, and against the German Jews, who 
lepresented cultural Germamzation And since Polish nationalism was 
largely earned on by the lower ranks of the Cathohe clergy, the fusion 
of rehgious Anti-Semitism and Polish nationalism was inevitable The 
Cathohe Church, as a whole, is not Anti-Sermtic On the contrary, it 
recognizes that Anti-Semitism is mcompatible with the spiritually 
Semitic origin of Christiamty Anti-Semitism within the chuich is far 
more a matter of pohtical expediency than a basic element of faith or 
politics 

Anti-Semitism m its other forms was restiicted to the new and old 
middle classes the fiee professions, umversity teachers, farmers, white- 
collar woikers, aitisans, shopkeepers, and civil servants Their Anti- 
Semitism certainly had an economic basis it was both competitive and 
anti-capitalistic That the competitive position of the Jewish lawyers, 
doctois, bankers, retailers, university teachers, and civil servants caused 
Anti-Semitism reqmres an explanation Jews occupying pnmauly inter- 
mediaiy positions were, so to speak, the concrete manifestation of 
capitalism for the old and new middle classes The small farmer went to 
the Jewish banker, to the Jewish giain oi cattle dealei, or to a Jewish 
mortgage agent The letailer who resented the existence of Jewish 



department stores still had to buy from a Jewish wholesaler and still had 
to obtain loans fi om a J ewish pawnshop or a Jewish bankei His creditors 
were Jews The average German did not and could not see that the 
Jewish middlemen were, in fact, merely middlemen — representatives of 
an impersonal and anonymous power that dictated their economic 
activities The recogmtion that the nuddlemen acted on behalf of a non- 
Jewish financial and industrial capitalism would have driven the farmers, 
retailers, and handicraftsmen mto the socialistic camp, a step they could 
not take without abandorang their tiaditions Moreover, the socialist 
programme disregarded the interests of these groups The Anti-Semitic 
white-coUar worker employed by a Jewish retailer or wholesaler, a J ewish 
banker or a department store, could have joined forces with the manual 
workers to attack, improve, or overthrow capitalism But he refused to 
be proletanzed He rejected the claim of the industrial proletariat to 
leadership and tried to work out his own Standesbewusstsem, a conscious- 
ness of his own callmg Industry and labour legislation supported him m 
this endcavoui His anti-capitalist longmgs were thus concentiated m 
his hatred for and resentment against the Jewish employer, no matter 
how good his conditions of employment might be 

For these groups, Anti-Senutism created ‘an outlet for resentment 
arismg from damaged self-esteem’,’* and also made possible a political 
collaboration of the old and the new middle classes with the landed 
aristocracy In addition, anti-Jewish hatred expressed the anxiety of 
those groups whose traditional patterns of culture weie thieatened by 
the mtellectual vanguard that was to a consideiable extent composed of 
Jews The modem theatie, atonal music, expressionism m painting and 
hterature, functional architecture, all these seemed to constitute a threat 
to the conservatives whose cultural outlook was basically ruial, and who 
thus came to identify the city and its culture, its economics, and its 
politics with the Jew. 

Anb-Scmitism is also a means of throwing the guilt for the last war 
upon ‘ahen enemies so that self-accusation was no longei necessary’ 
The Jews are to blame, and the German sacred ego is spared 

Anti-Semitism in present-day Germany is, however, more than a 
mere device utilized when necessary and discarded when it has fulfilled 
its aims We must not forget that National Socialism re-wntes German 
history and even world history m terms of fighting, exposing, and destroy- 
ing Jewish influence The Federal Institute foi the History of the New 
Geimany has demanded the re-writmg of history in all its aspects 
Wilhelm Grau’® has drawn up the programme and has aheady begun to 
apply the new postulates m his study of Wilhelm von Humboldt,” the 
founder of the Berhn Umversity, who is, for Grau, one of the arch pro- 
Jews Walter Frank, the president of this insutute, is concerned almost 
exclusively with the Jewish question He is the author of the leading 
biography of Adolf Stdeker. He has denounced the Jewish character of 
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the Third French Republic.’® His latest book’® deals exclusively witli 
Jewish figures of the Weimar Republic, such as Walter Rathenau and 
Maximihan Haiden (Harden was a Jewish jouinahst and advocate of 
the imperial expansionist pohcy, who, as may be readily admitted, was 
not exactly an ornament to his profession) 

The National Socialist lawyers’ organization has aheady published 
mne pamphlets dealing with the influence of Jews upon legal theory and 
legal practice and holding them lesponsible for the lationalism m legal 
theory There is an enormous number of contributions showing the 
perversion of Germamc institutions by Jewish mfluence, and there is 
hardly a book, a pamphlet, or an ideological pionouncement that does 
not attack Jewish conspiiacy, Jewish immorality, the Jewish disintegrat- 
mg spirit, Jewish capitalism, Jewish rationahsm, Jewish pacifism, and 
Jewish mihtarism Theie is almost no vice that is not attributed to Jews 
It IS scarcely sui prising that National Socialism should do this But the 
almost complete moral coiruption of the German intelligentsia, especially 
of the academic world, is a depressing fact 
How seiiously National Socialism takes the ‘scientific research’ in the 
Jewish problem is illustrated by the opemng in Frankfort on a6 March 
1941 {FrnaKfurtei Z^xtung, 27 March 1941) of the Institute for Jewish 
Reseaich, the first outside agency of the party (Hohe Schule der Partei) 
Slovak, Hungarian, Rumaman (Cuza), Italian, Bulgarian, Norwegian 
(Qpislmg), and Dutch (Musseit) guests, as well as party, army, and civil 
service officials, attended the ceiemony Alfred Rosenberg again dwelt 
on his favourite theme, ‘Science and Party’ The party umveisity would 
cieate new room for science — especially for the natural sciences — but 
must concentrate on the ‘biological laws of peoples and races’ and 
lay bare the poisonous influence of the Jews The new diiector, Wilhelm 
Grau, explamed the task of the new institute in the same terms as he had 
done before — the figuie of the Jew thus becomes the dommatmg figure 
of Geiman, nay, European history The institute disposes of the greatest 
European Jewish hbianes that the conqueror had confiscated the 
Rothschild hbrary in Frankfurt a M , the libiary of the Warsaw Theo- 
logical Seminary of the Tlomacky synagogue, the hbrary of the Yiddish- 
Scientific InsPtute, and that of the Alliance Israehte UmverseUe (Pans) 
Pubhcahons and speeches made it clear that the institute regards Anti- 
Semitism as the fundamental ideology of German imperialism Accord- 
mg to one expeit. Dr Gross, the term Anti-Semitism should be avoided, 
for the Jews are not Semites, but a mixed race and cannot be settled 
either in Europe 01 in Aiabic countries outside Europe {Frankfurter 
Ztitwng, 28 March 1941) The servility of that ‘scientific organization’ to 
German imperialism is obvious German lacism has never given serious 
consideration to the findings of their own anthropologists If it is neces- 
sary to win ovei the Near East, Jews will not be Semites, and the name 
of Semites will again be leserved for a fiiendly nation of Arabs. 



Three factors seem to play a fundamental part m the present all- 
pervadmg Anti-Semitism 

First, lacism and Anti-Seimtism are substitutes for the class struggle 
The officially estabhshed peoples’ commumty supersedmg the class 
struggle needs an integrating element Carl Schmitt has mamtamed that 
politics IS a struggle against a foe who must be exteiminated * The 
theory is true if the society is aggressive The new enemy is the Jew By 
heapmg all hatred, all resentment, all misery upon one enemy who can 
•easily be exteiminated and who carmot resist, Aryan society can be 
mtegrated into a whole The internal political value of Anti-Semitism 
will, therefore, nevei allow a complete extermmation of the Jews The 
foe cannot and must not disappear , he must always be held in readiness 
as a scapegoat for all the evils origmatmg m the socio-political system 

Secondly, Anti-Semitism provides a justification foi eastern expansion 
Both Hitler’s autobiography and the party programme demand a 
hberation of all racial brethren fiom the foreign yoke (Articles i and 2 of 
the party progiamme), and this imphes foreign eastern expansion 
Though the party piogramme also demands the restoration of the 
colonial possessions, Hitler himself, m his autobiography, advocates 
Friednch List’s foreign pohey — that is, collaboration with England; 
consohdation of the European empire, especially by acquiring eastern 
territories , and i ejection of colomal expansion But it is precisely m the 
east and the south-east that Jews form compact minorities Were there 
no racial theory, the incoipoiation of these territories would have meant 
giving the Jews, who have a much closer affimty to German culture than 
have Poles, Czechs, Slovaks, Croats, Rumanians, and Bulgars, a status 
equal to or even superior to the non-Jewish inhabitants The theory of 
German racial superiority and Jewish racial infeiiority permits the com- 
plete enslavement of the eastern Jews and thereby the playing off of one 
nunority against the other It actually establishes a hieiarchy of races — 
givmg no lights to the Jews, a few to the Poles, a few more to the 
Ukramans (since they, too, hve in Soviet Russia and must be flattered), 
and full rights to Germans 

The administration of the General Gouvernement (of German- 
occupied Poland) cleverly distinguishes between the vaiious minorities 
The racial Geimans, 1 e those who ‘by descent, language, attitude, 
education 01 othei ciicumstances are Germans’, are on top, although they 
do not acquire German citizenship They leceivc identification cards 
(decree of 2 6 January 1940) describing them as German Volkszugehonge, 
They are employed in the administration and are to a large extent placed 
on the same footing as German citizens Their children can be educated 
only in German schools Only they and German citizens may receive 
hunting licences They enjoy the collective wage regulations for German 
workers and salaried employees, and receive social insurance benefits 
♦ See p 44 
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although thc7 have no legal claim Finally, they have formed a Volh- 
deutsche community, an orgamzation endowed under pubhc law with 
legal peisonality by a decree of 19 April 1940 

Next to these Geimans are the Ukianians, the Gorales, and the White 
RusiianSj who all receive prefeiential tieatment They may, although 
they have not yet done so, establish judicial administrations of their own 
(decree of 19 February 1940) They are even allowed to keep their radio 

Next to them are the Poles, and next to the Poles, at the bottom of the 
scale, are the Jews The cultural, economic, legal, and political ghetto 
has been gradually transfoimed into a physical ghetto, as m Warsaw and 
Cracow German Anti-Semitic legislation is largely applied m Poland. 
By a deciee of 28 November 1939, every Jewish community has to set up 
a Jewish council, which is to collaboiate with the German authorities 
While Poles have merely a duty of work {Arbeitspjlicht) , all Jews between 
fourteen and sixty years old are subject to compulsory labour {Arbeiis- 
zwang), 1 e to convict labour under orders of the higher S S and police 
officials They have to wear a white arm-band bearmg the star of Zion 
(decree of 23 November 1939) Then property (i April 1941) has been 
or will be confiscated 

Finally, Anti-Semitism in Germany is an expression of the rejection 
of Chiistiamty and all it stands for Anti-Ghristian trends m Germany 
have two roots and two opposite directions One rejects Christianity 
because it is Christian , the other because it is not Christian enough The 
free thinkers’ movement rejected Chnstiamty not only as scientifically 
untenable, but also because, in then view, the churches had betrayed 
the Sermon on the Mount The free thinkers did not substitute lace 
hatred, leadership veneiation, or terrorism for Christian love, cantos, 
and the brotherhood of man, but the evolution of a scientifically tenable 
rational theory of justice and morality Christian socialism in Germany 
(Protestant and Gathohe) tried to integrate socialism with Christian 
moiahty 

The second anti-Christian trend does not reject the churches because 
of their alleged betrayal of Ghiistian prmciples, but rejects the Christian 
piinciples themselves because they seem incompatible with the specific 
tasks that Germany has to undertake, or because those prmciples mutilate 
and fetter man 

Rehgious Anti-Semitism is then — and to this extent I share Maurice 
Samuel’s view— the articulate rejection oi Christian morahty, but is 
restiicted to the Semitic origin of Christ because Chnstiamty is too deeply 
rooted in the German people and the uprootmg of Chnstiamty would 
be so gigantic a task that National Socialism can only fulfil it by the 
long process of education 

The most powerful ideological anti-Chnatian influence m impenal 
Geimany was that of Nietzache But Nietzsche was no Anti-Samte, and 
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every attempt to stamp him as such must end m falluie £ven the 
National Socialists finally admitted that his pro-Semitic statements are 
too numerous to be neglected ““ Nietzsche denounced AnU-Semitism as 
mere jealousy against spirit and against money and the Anti-Semites 
as the most lecent ‘speculators in idealism’ Nietzsche’s work is a most 
powerful attack upon the philosophy of the nineteenth century His hatred 
IS concentiated on Christiamty, hberahsm, democracy, and socialism, i e 
on those trends which, in his view, had imtiated and accomplished the 
enslavement of man According to Nietzsche, only a total revolution of 
values can remedy the situation The will to power is the vehicle of the 
new order The old order implies the enslavement of man’s healthful 
and vital instincts, imtiated by Judaism and Christiamty, but far more by 
the New than by the Old Testament Rehgion has mtr^uced the idea of 
equahty, has taught man to ‘stammer the wolds of equality’ democracy 
IS merely a secularized Christiamty, ‘a kmd of return to nature’ ‘The 
poison of the teachmg, equal rights foi all, Christianity has sowed it,’®” 
‘The equahty of souls before God, this he, this screen foi the rancunes of 
all the base-minded, this anarchist bomb of a concept, which has become 
the last revolution, the modern idea and prmciple of destruction of the 
whole social order — this is Christian dynamite St Paul, Rousseau, 
and socialism all express the same perversion ‘The gospel that the low 
and the poor have equal access to happmess, that one has nothmg to do 
but to free one’s self from the institutions, the tiadition, the authorities 
of the higher estates, in this respect the rise of Christianity is nothing but 
the typical teachmg of the socialist 

But just as much as he rejects democracy, hberalism, sociahsm, and 
Christianity, he also denounces nationalism and imperialism So deep 
was Nietzsche’s conviction that Christ had mutilated the healthy instincts 
of men that he never foigave his friend Richard Wagner the opera 
Parsifal, in which Wagner returned to Christiamty His hatred of 
Christiamty shows, especially in his sadistic features Christi- 

anity, as a negation of nature, is imnatural and therefore contemptible. 

Though Nietzsche’s philosophy and the National Socialist ideology 
contain a good many similarities, there is an unbiidgeable gulf between 
the two, since Nietzsche’s individualism transcends the pattern of any 
authoritarian order 

Whatever the ultimate meamng of Nietzsche may have been, his 
reception m Germany favoured the growth of National Sociahsm It 
provided National Socialism with an intellectual father who had great- 
ness and wit, whose style was beautiful and not abommable, who was 
able to articulate the resentment against both monopoly capitalism and 
the rising proletariat It was especially the Free Youth Movement, the 
so-caUed btlndische youth, which protested against the mustiness of the 
bourgeois culture, against the complacency of the protestant clergy, 
against the traditional forms of nationalism, against the lule of the 
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bureaucrats and desk-geneials, trade-union bosses, industrial barons, 
financialjobbers — in shoit, rejected the whole world of bourgeois culture. 
But just as Nietzsche was unable to replace this condemned reality and 
the Christian teachings by anythmg but a moie refined naturahsm, 
a Dai-winian doctrme of natural selection, so the Fiee Youth Movement, 
which furnished a good many National Socialist leadeis, failed to elabor- 
ate any new philosophy except a moial and religious mhilism that, as 
does any nihilistic movement, ultimately leads to the acceptance of any 
powei strong enough to crush all opponents It was again the middle 
classes who weie most deeply affected by Nietzsche’s anti-Christiamty 
The protest against a world that did not satisfy their ambitions and 
against a value system that imposed moial restraints upon them is 
expressed m the anti-Ghristian and anti-Jewish movement 


V 

THE GROSSDEUTSGHE REIGH 

LIVING SPACE AND THE GERMANIC MONROE DOCTRINE 

For A believer, the lacial theory justifies the ‘hberation’ of Germans 
fiom foreign sovereignty and the incorporation into greater Germany of 
territories largely inhabited by Germans Racial self-determination 
brought Danzig, Memel, Upper Silesia, the Polish Corridor, the Sude- 
tenland, and the province of Posen mto the Reich. In its more recent 
stages, racism could even serve as an ideological weapon against England 
and the Umted States, foi the National Socialists announce the new 
World War to be a struggle between a proletarian race and the pluto- 
cratic democracies * 

By no stretch of the imagmation, however, can racism or the doctrme 
of social imperialism justify Gei many’s ‘new European order’, the con- 
quest of unquestionably non-German, backward states Poland, Czecho- 
slovakia, Bulgaria, Rumama, and Yugoslavia aie even more ‘prole- 
tarian’ than Germany, and their peoples aie not Geiman by ‘race’ or by 
lustory Their incorpoiation into the Reich requiies othei ideologicsd 
weapons, the doctrine of livmg space {Lebmsraum) Hitler himself ex- 
pounded this notion in an address to the Reichstag on 28 April 1 939 The 
occasion was President Roosevelt’s peace telegram, expressing the belief 
that all international problems can be amicably settled by discussion In 
the twelfth pomt of his reply. Hitler said 

‘I answer Theoretically, we should beheve that this is feasible, for 
in many cases common sense would indeed plainly show the justice of 
the demands made by one side and the compelling necessity for con- 
* See p 153 for a detailed discussion 



cessions by the other side For example, according to common sense, 
logic, and all the principles of human and of higher justice, nay, even 
according to the laws of a Divme will, all nations ought to have an 
equal share m the goods of this world It should not be the case that 
one nation claims so much hvmg space that it cannot get along when 
there aie not even 15 inhabitants to the square kilometre, while other 
nations are forced to maintain 140, 150, or even^aoo on the same area 
But in no case should these foitunate nations further cuitad the living 
space of peoples who are already suffering, by robbing them of their 
colonies, for example I should, therefore, be happy if these problems 
could leally be solved at the conference table 

Living space has been the major slogan of German political thinking 
ever smee the partition of Czechoslovakia ‘The revolt of the comment’, 
says the influential Frankfmter Z‘^tung, ‘consists m the final exclusion of 
England from Europe Europe has begun to emancipate itself from the 
economic and pohtical hegemony of England Living space is a very 
complicated notion, requiring important changes in population policy 
and a complete revision of traditional conceptions of international law 
It derives an allegedly scientific dress from geopolitics, and its roots in 
German tradition go back to the Middle Ages 

i The Medieval Heritage 

Closely linked with the idea of living space is the concept of the gross- 
deutsche Retch In characteristic fashion, the National Socialists seized 
upon, this concept, with its traditional and romantic appeal, and deve- 
loped It into the ideological basis of their new order 
The appealing qualities of this slogan ai e undeniably strong. Through 
all the struggles of the past six or seven centuries of European history, 
men have never abandoned their longing for a unified Europe, under 
one pohtical leadership, umted not by brutal mihtary strength and eco- 
nomic exploitation but by a common philosophy The mamfestations of 
this yearning have changed from period to period and from country to 
country But its basic appeal has been fundamentally unchanged 
One of the earliest and most profound expiessions is Dante’s idea of an 
imperial rule that would be the expiession of a humana cimlitas ® Human- 
ity IS a political unity based on the conscious devotion of the mdmdual 
to this unity, embodying a common cultuie and a common philosophy 
of life The incarnation of umty should be an emperor, residmg m Rome 
and directing his efforts to the achievement of peace and order He would 
embody the vts coaettva, the pope the vis contemplativa Under completely 
different circumstances, the mncteenth-century German poet Novalis 
(Friedrich von Hardenberg) sought a similar escape from the contradic- 
tions, disharmonies, and pettiness of the real world. In a beautiful essay, 



‘Clhrii,tiamty or Europe’, he too found the possibihties for an orderly, 
unified world in a romantic revival of the medieval idea of universahsm 
embodied in the peison of the Christian emperoi 

The greatest twentieth-century German poet, Stefan George, made the 
same theme the centre of his work The activity of the George ciicle, 
which had gieat influence upon post-war German culture (upon historical 
wilting, for example, the school produced important biographies of 
Caesar, Shakespeare, Goethe, Napoleon, Nietzsche, Kleist, and Frederick 
II Hohcnstaufen), was an unceasmg protest against the mechanization 
and commercialization of contemporaiv life, against bourgeois civiliza- 
tion with its shopkeepei ’s spirit and its cheap pleasures and satisfactions. 
With Dante and Novalis as their recognized predecessors, they dreamed 
of the revival of an empire combining the umversahsm of the church and 
the authonty of the Roman Empire George’s long poem, The Seventh 
Ring, idealizes the return to the days of the greatest of Greiroan emperors, 
Fredeiick II Hohenstaufen * 

All this was grist for the National Socialist mill The imperial idea 
goes, back to the Holy Roman Empire, it found new expression among the 
greatest hteiaiy ivorks of modern Germany, and it inspires the common 
man What better weapon could theie be, ready to hand to be trans- 
formed and adapted to the aims of the new empire^ 

The going has been extremely rough, however, for the idea of the Reich 
IS actually mcompatible wth National Sociahsm Alfred Rosenberg was 
once honest enough to say so National Socialism, he wrote, is not the 
heii of the Holy Roman Empire quite the contrary , it is the heir of the 
struggles of the German people against the umversahsm of that empire * 
And even in its own day the medieval empire foundered m a maze of 
contradictions Theie could be no umty of the Christian concept of 
world order, the hegemony of the German emperor, and the democratic 
strivings of the Itaban communes Against the papal claims of universal 
authonty, resting upon the Thomist notion of a hierarchy of oiders 
culminating m one umveisal order, the emperors presented the ‘ con- 
stitutional’ authonty of ancient Rome. Both claims conflicted with the 
Roman idea of popular sovereignty In actual fact, the Holy Roman 
Empire as the organizing force of a German nation remained a myth 
except for a few bi lef years * 

The case of Stefan George offers a stnkmg illustration of the inability 
of the National Socialists to resolve this age-old conflict At first sight, 
George seems a true precursoi of National Socialist ideology , and that 
charactenzation of his work is a common one The organ of the George 
circle, the Blatter Jw die Kunst, carried on an unceasing struggle against 
naturalism and realism m hteiature ’ Not a struggle against the hated 
real world, however, foi that very process would amount to contamina- 
tion with reality Instead, George and his followers fled into the realm 
of art foi art’s sake. The heroic individual must transfoim himself, not 



the world He should put his trust in faith instead of reason, m blood 
rather than intellect, in nature and not society ® 

The kinship of this heroic figure with National Socialist ideas is ob- 
vious More than that, it was George who revived the term the Third 
Reich (his last work, and, iromcally, one of his poorest, is entitled The 
New Reich) For him, however, the concept is exclusively a cultural one 
It does not imply the acceptance of Prussian hegemony over Europe. 
When It came to the final test, Stefan George could not accept National 
Socialism He left Germany for Switzerland in the company of a close 
friend, the poet Kail Wolfskehl, a Jew. He never returned When he 
died m Locarno m 1935, he exacted a pledge from his fiicnds, according 
to one account, never to permit his body to be returned to a National 
Socialist Germany 

After George, German writers became increasingly pieoccupicd with 
the idea of the Third Reich It was Moeller van den Bruck who adapted 
It to the needs of the new German imperialism “ Though he insisted that 
the ‘continuity of German history’ must not be forgotten in the pro- 
gramme of the Third Reich, Moeller van den Bruck cannot properly be 
classed with the revivalists of the old imperial idea He was, rather, the 
most articulate spokesman for the new theory of soaal imperialism.* 

With the pubhcation in 1938 of Christoph Steding’s posthumous work, 
The Retch and the Sickness of European Culture,^" with a preface by Walter 
Frank, president of the Institute for the History of New Germany, Stefan 
George’s concept of the Third Reich was completely reversed Steding 
was driven by an almost pathological hatred for culture and ‘neutrality’, 
His book is a wholesale attack upon knowledge, education, and the intel- 
lect, upon the endless ‘palavei’ of the demociacies There is a reahty — 
the Reich — which is more powerful than any philosophy or theory Any 
cultural contributions that do not recogmzc the imperial idea must be 
rejected as worthless and often dangerous. And smee, Steding argues, 
unpohtical culture is a foieign importation from the neutrals, the neutrals 
must share the onus Neutrality means avoidance of political decisions. 
The neutral is a born Pharisee, like a comimssion agent, he protests 
against the barbarism of the Reich and withdraws his own ‘culture’ ‘It 
IS not virtuous [for the neutral] to stand on both feet It is virtuous lather 
to limp on both feet’ (p 71) 

Steding’s book thus conceives the whole of European culture as a 
gigantic conspiiacy against the Reich and its destiny And this hostihty 
to the Reich is the sickness of European culture Cultural historians — 
men like the Swiss Jakob Burckhardt or the Dutchman Huizmga — are 
enemies , they discuss table manners and the history of the Reich with 
the same earnestness Did not Burckhardt reduce the state itself ‘to a 
mere work of art, a mere neutrahzmg expression’ by his endless concentra- 
tion on ‘mtimate things, on mternal processes’, rather than on politics 
* Discussed m the next chapter. See p 164 



(p 207) ? Along with the cultural historians and with Nietzsche and the 
Scandinavian playwrights, Ibsen and Strindberg, Stedmg’s hatred 13 
directed particularly against the exponents of dialecucal theology 
(Baith, Overbeck, Thurneysen, Brunner, Kierkegaard) ‘The Young 
and Dawes Plans,’ he writes (p 97), ‘the bank for inteinational settle- 
ments and the dialectical theology of Kail Barth are one and the same ’ 
Such crushing criticism leaves one speechless After all, not only is the 
culture of the neutrals dualistic and mediating, it is also deviatiomst (p 
20 1) In other woids, to be neutral is to deviate from everything that is 
essential for the Reich 

Only a strong Reich can guarantee the reality of Germany and of 
Europe, can guarantee ‘that an English consul general will not do as he 
pleases with a country hke Norway’ (p 269) Only the Reich can restore 
to science us proper character— objectivity. By ‘objective’ is meant 
political in chaiacter, for only thus does science ‘hve from the pohs, the 
state, the Reich’ (p 299) This Reich, it is true, rests on the tradition of 
the Holy Roman Empire , as a political reahty, however, and not as a 
cultural idea (p 350) It is no wonder therefore that Steding relegates 
Stelan George, and Moeller van den Bruck too, to the philosophy of the 
Second Reich They are not sufficiently integiatcd for the reality of the 
Third Even a National Socialist hke the psychologist Jung (not to men- 
tion Nietzsche) is condemned for the dualism of his thinking (p. 127) 

Just what Steding himself means by the Reich is entirely obscure 
Since the book was pubhshed in 1938, the editoi ‘Walter Frank carefully 
announces m the Preface that Steding ‘is not concerned with the revision 
of political frontiers but with the revision of spiritual honzons’ (p xlvii) 
This obvious distortion, stemming from equally obvious motives, would 
have been rejected by Steding as mtellectual nonsense, of course. It is 
precisely the incorporation into Germany of Europe, or at least of the 
ancient territories of the Holy Roman Empire, with which he is supremely 
concerned 

We thus have one moie illustration of the difficulties laised by the con- 
cept of the Reich for National Socialist ideology Racism fares badly m 
Steding’s book Though he throws an occasional compliment to the 
official philosophy, he has nothing but contempt for the anthropologists 
burrowing in the past in the search for specific racial traits ‘They who 
often speak of the folk hate the state , the “pohticals” do it just as their 
opponents who speak of the state and hate the people’ (p 555) Race is 
not the creative element , it is only the raw material from which the Reich 
must be formed. 

What is left as justification for the Reich? Not racism, not the idea of 
the Holy Roman Empire, and certainly not some democratic nonsense 
like popular sovereignty or self-deterrmnation Only the Reich itself 
remains It is its own justification The philosophical roots of the argu- 
ment are to be found in the existential philosophy of Heidegger Trans- 
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ferred to the realm of pohtics, existentialism argues that power and might 
are true • power is a sufficient theoretical base for more power Germany 
hes in the centre, it is potentially the greatest power in Euiope, it is well 
on Its way towaids becommg the mightiest state Therefore, it is lusufied 
m buildmg the new order An acute critic has remarked about Stcding 
‘From the remains of what, with Heidegger, was still an effective trans- 
cendental sohpsism, his pupil constructs a national solipsism 

Even the ‘national solipsism’, however, cieates difficulties for the 
National Socialists This is well illustrated in a recent work. Hegemony 
A Book about Leading States, by Heinrich Triepel The book piesents a 
leahstic analysis, by a reactionary but by no means National Socialist 
constitutional lawyer, of the legal and sociological characteristics of hege- 
mony Hegemony is defined as the leadmg chaiacter of one state against 
another (p 343), and thus stands midway between influence and out- 
right domination Starting with an entirely diffeient appioach, Tnepel 
none the less parallels Stedmg in defining hegemony m straight powei 
terms, stripped of all cultural props The medieval empire was a dual 
hegemony, the Thud Reich is largely a contmuation of the Prussian 
tradition Because it is the most powerful state in Europe, the new Ger- 
many can legimately claim still more power 

As a good conservative, steeped in the tradition of Geiman idealism, 
Triepel must neveitheless seek a moral basis for leadership and hege- 
mony He finds it in the voluntary consent of the followers (p 44) 
Leadership is simply the exercise of ‘energetic but moderate might’ (p 
41) , the political leader IS merely one among many (p 16) The pheno- 
menon of leadership and fiee consent permeates all social and political 
relations Triepel’s silence on the racial idenbfication between leader 
and followei and on the metaphysical qualities of leadership is devastat- 
ing He cieates a simple equation hegemony is power Hence the great 
value of the book lies m its debunking function Official National Soaal- 
ism, with Its grotesque metaphysics and its pseudo-anthropology, greeted 
the work coldly 

2 Geopolitics 

A second, and far more important, ideological prop for the expansion- 
ist programme of National Socialism is geopohtics Geopohtics is sup- 
posed to be the scientific basis for the concept of hving space The term 
Lebensraum, as a matter of fact, was apparently first used by the father of 
geopolitics, the geogiapher Friedrich Ratzel, in a httle work with that 
title published early in the present century. Even with Ratzel, however, 
this ‘science’, which he called anthropogeogiaphy, was not so much 
geography as a philosophy of history Subsequent developments have 
succeeded m stripping away every scientific element and substituting 
pohtical arguments, metaphysical considerations, and a lot of meanmg- 
less verbiage 
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The complete subjugation of political geography to the needs of Ger- 
man imperialism was the work chiefly of two men Rudolf Kjellen and 
Kail Haushofer Kjellen was a Swedish pohtical scientist (died 1922) 
whose works were widely translated and cii culated in Germany He coined 
the term geopolitics and made it fashionable One scholar leports the 
following story ‘At the Leipzig fair in the spring ot 1 924 one could see 
an effective postei in the exhibition hall of the publishing houses a hard- 
working man was driUmg into the globe lying below his knee, and above 
was the caption, “Political Geography — Good Business ’’ ’ Good busi- 
ness not merely for publishers but also for Geiman imperialists ! For that 
poster attests to more than merely the new populai mteiest m geopohtics 
In 1924 Germany overcame the devastating post-war inflation and her 
impenahsts began to put the fashionable new ‘science’ to use It was in 
that yeai , too, that the geopohtical school began to 01 gamze into a work- 
ing group and that the first number of the Z^itschrift fUr Geopohtik ap- 
peared 

The most tireless spokesman of the geopolitical school is Karl Haushofer, 
professor of geography at the Umversity of Munich, founder of the Ger- 
man Academy, retired major general, woild traveller — and teacher and 
friend of Rudolf Hess. Begmmng before the First World War, Haushofer 
had written a stieam of books and articles on frontiers, power and earth, 
apace-conquering powers, the geopohtics of the Pacific, and on general 
theoretical questions His most popular book is Weltpohtik von Heute, 
pubhshed in 1 934 with a dedication to Hess and another friend The pre- 
face defines its purpose as ‘thinking m large spaces’ The Z^itschnft ftlr 
Geopohtik is a house organ for Haushofer and his disciples There is also 
available to them Raumforschung und Raumordnung, monthly oigan of the 
government agency, RexchstelU fur Raumforschung (Federal Bureau for 
Space Research) 

The history of geopolitics has more than passmg interest for us because 
It offers another excellent lUustiation of the way m which the National 
Socialists have twisted and alteied alieady existing doctiines to fit them 
into dieir own scheme of ideas and actions They did not invent geo- 
pohtics any more than they mvented the idea of a grossdeutsche Reich 
What they have done is to exploit it far more successfiiUy than earlier 
German imperialists 

Ratzel coined the term anthropogeography to designate the subject 
that deals with the natmal factors in man’s life The mteiest in climate 
and other geographical factors was always considerable in historical 
Writing It IS very tempUng to fall back upon Mother Earth, peimanent, 
stable, unchanging, as the outstanding element m the making of human 
culture What Ratzel sought was a ‘mechamcal anthropogeography’,’^® 
laying bare the laws regulatmg the ‘simple relation of the static earth 
surface and the changing humanity on it’ Its mam theme is the rela- 
tion between mobile man and the immobile earth ‘Life is movement’.^® 
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Two geographical factois, location and space, play a major role in 
deterimmng the laws of anthiopogeogiaphy, and both of these factors 
have a categoiical character in National Soaalist ideology Location is 
by far the moie impoitant of the two for Ratzel The term covers the 
size and form of a given terntoiy, its attributes, such as climate or vegeta- 
tion, and its relation to neighbouimg spaces, its separating and connect- 
mg properties Location will determine whether a teiritory should be on 
friendly or hostile terms with its neighbours It helps determine culture 
isolated location offers secuiity but also makes for cultuial sterihty, 
central location alone makes a strong country most influential , it places a 
weak country hke Germany m mortal danger And the paramount 
importance of the sea in this connection is obvious 
Though far less sigmficant,^ the concept of space also gives rise to 
certam important laws Ratzel lays great stress on the law of the growth 
of spaces, that is, the trend towards giant empues. Like location, space 
too 13 correlated with culture The smaller the space the more intensive 
the culture on the one hand, whereas m laige spaces culture is slow to 
penetrate towaids the centre Large races with specific characteristics 
must inhabit large spaces, however, to prevent the mevitable race mix- 
ture from corruptmg the racial kernel at the centre 
Special mention must be made of Ratzel’s idea of the ‘inrooting’ 
(EtnwUrzelung) of the people in the soil In its historical and political 
implications, this is one of the most significant of the laws regulating the 
lelation between man and the earth People with lower cultuial stand- 
ards, Ratzel says, ai e generally far less dependent on the earth than people 
of highei levels The more intensive the cultivation (in its broadest 
sense, including, but extending beyond, mere agricultuial cultivation), 
the moic the population becomes ‘inrooted’ 

Traditional conceptions of the state are shattered by Ratzel’s anthropo- 
geogiaphy The laws of movement, location, and space cannot be recon- 
ciled with the notion of a umfied legal and political sovereignty over a 
specific area. For then space would be nothing more than the object of 
rule, whereas for Ratzel space and location become the very essence of 
the state The union between man and the eaith is an organic bond,’’® 
not merely an analogy, as in the various biological orgamc theories of 
society, but as a real umon, a scientific truth Ratzel’s working out of this 
theory need not concern us The absurd lengths to wduch he went are 
sufficiently lUusti ated by one example To justify the continued existence 
of Prussia after its territorial mutilation in 1806, he compared the state 
with organisms of the lower ordei only on low'ei levels of life can the 
body continue to live even aftei the destiuction of a vital organ 
Of major political significance is the implication of Ratzel’s organic 
theory for the theory and piactices assoaated with the concept of 
nationahty A frontier is not an arbitrarily fixed hne, but a strip or band 
markmg the meetmg between a movement and a counter-movement It 
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is the result of a long process of ‘inrooting*, during which space becomes 
incieasingly valuable A frontier may even form an independent organ- 
ism within the state Furthermoie, the fundamental law of the grovrth of 
spaces— illustrated by the incomparably greater extent of Russia or the 
Bntish Empiie as against Persia or Rome, for example— runs counter to 
the principles of nationahty Even the high seas are subject to this law 
The Atlantic has displaced the Mediterranean , some day it may be de- 
throned m turn 

The policies of nationality are thus regressive They may be retained 
only where they can serve as an aid to territoiial acquisition In our day 
we have developed ‘space-conquering forces’ {raurmlberwmdende Machte), 
a term of Ratzel’s that has become part of the official National Socialist 
language One of the great tasks before us is to develop a popular con- 
sciousness of large spaces A people whose horizon lemains that of the 
small space will mevitably decay 

Kjellen^* provides the bridge from Ratzel to National Socialism He 
had a knack for popular, concretely documented presentation, which 
gave him a much more unportant role in the development of geopolitical 
ideology And at one pomt he makes a significant depai ture from Ratzel’s 
analysis he restores nationality, or rather, he combines the national and 
teiritorial elements Not the mneteenth-century nation, however, but 
the folk Nationahty, says Kjellen, is the manifestation of the ‘folk 
individuality’ of the state The national state is therefoie the natural, 
organic form of the state Folk and state, organically different, are 
merged mto one umon 

For all Its ‘empiricism’ and supposed realism, and despite certain 
important departures, Kjellen’s theory remains basically a re-hash of the 
organic theory of Ratzel States, he writes, are ‘supei -individual organ- 
isms that are as real as individuals, only far bigger and mightier in their 
developmental processes The state is a biological phenomenon, a 
‘form of life’ (p 44) The individuality of the state is a natural unity, 
expressed in the economic field as autarky, demographically as national- 
ity, socially as the sohdanty of all groups, and politically as loyalty to 
the rulers (pp 142-3) 

Anyone can see that KjeUen’s theory is not simple geopohtics, but a 
composite It is equally obvious that he has anticipated the National 
Socialist theory of European expansion His state is an autarkic economy 
withm which the masses are incorporated under the slogan of a people’s 
commumty It demands unconditional allegiance to the ruhng class and 
It justifies Germany’s expansion and foreign conquests by hei central 
location in Europe and her need for livmg space The orgamc theory 
stands revealed as pure Machiavelhamsm As a class, orgamc theoiies of 
society are absuidities if they aie conceived as anylhing more than analo- 
gies. Biological laws are not reproduced in social hfe As ideology, how- 
ever, orgamc theories can be powerful instruments, for all their absurdity. 



Kjellen, as we may note finally, insists that political expediency, deter- 
mined by natural factois, is the sole determinant of a state’s pohcies (p. 
38) Legal and moral reasons have no validity 
Two other names deaeive mention in the pre-history of National 
Socialist geopohtics Sir Halford MacKmder and Fiiediich Naumann 
Their major contribution — one that Haushofei openly recognizes — is the 
formulation and populanzation of the notion of a Gential Europe (Mittel 
Europa) According to Haushofer, MacKmder actually coined the plirase 
shoitly after the turn of the cenlmy,*® and stimulated Paitsch, the world- 
lenowned German geographer, to design a map of Central Europe, 
made up of Germany, the Nethei lands, Switzeiland, Austria-Hungaiy, 
and Rumama In 1919, MacKmder published a hook under the title. 
Democratic Ideas and Realities, urging the Peace Conference to discard 
sentimental ideas of democracy and to recogmze geographical reahties 
He wanted especially to prevent a joining of the Russian and German 
spaces, because such a union could not only rule Europe but the entire 
world 

In Germany, the idea of a Central Europe naturally became very 
popular during the First World War 
We may mention Paul de Lagarde (BStticher), 1827-91, professor of 
oriental languages at Gottingen Umversity Lagarde was primarily 
responsible for shaping Rosenberg’s ideology, and Rosenberg frequently 
acknowledges his indebtedness to him and shares with him a hatred of 
Catholics and Jews, of popular franchise and enlightenment, and de- 
mands the eiadication of all Semitic and Roman elements fiom the 
German language and cultuie Lagaide was also the precuisor of the 
Centi al Europe concept , he saw Germany’s future in its expansion into 
Poland and West Russia and advocated a Middle Europe reaching from 
the mouth of the Ems to the mouth of the Danube, from Memel to Trieste, 
from Metz to the River Bug Even Rosenbeig’s idea of deportmg the 
Jews to Madagascar derives "from Lagarde 

Perhaps the chief popularizing agent was Friedrich Naumann’s book, 
Mitteleuropa, published in 1915“* Though not a geopohtical tieatise 
piopeily speaking, the work falls very defimtely within the tiend we are 
discussing Its significance was tremendously enhanced by the position 
the author occupied in Germany A member of the Reichstag, Naumann 
was the founder of the Democratic paity m 1918 which framed the Wei- 
mar constitution His great prestige as a ‘democratic’ leader lent a halo 
of hberalism and democracy to the social impenalism he had learned in 
his early traimng under the crudely Anti-Sermtic Sthckei 

Naumann’s major proposal was the establishment of a federated super- 
state (Oberstaat), completely integrated economically and surrounded by 
a tariff waU (p 289) It would be called Gential Europe Its spirit would 
be the spiiit of a new Germany {Neudeulsches Wesen), in which all econo- 
mic activity would be collectively orgamzed As one justification for his 
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pioposal, this liberal democrat alleged the existence of a peculiarly Ger- 
man economic psychology If a trench busmess-man, he argued, weie 
to leceive an ordei requirmg the enlaigement of his plant employing 
fifteen men, he would sub-contiact lathei than enlarge And if he did the 
latter, it would inevitably turn out that he was no real Fienchman but 
an Alsatian or Swiss. The German, on the other hand, would invariably 
enlarge his plant in these circumstances The Geiman business-man is 
enterprising, scientific m his approach, and disciphned His workers 
support him loyally, for are not the Geiman workers the most educated m 
the wmld, tramed m the trade unions and the Social Democratic party? 

English capitalism is 4 oomed Germany’s time will come ‘For this 
our time, Fiedenck II, Kant, Scharnhorst, Siemens, Krupp, Bismarck, 
Bebel, Legien, Kirdorf, and Ballin have educated us For this Fatherland 
our dead have died in battle Germany must go forward m this woild 
(p 113). A new economic era will arise Hungary will be the granary 
of Central Europe, and other products will be allocated to each section 
Jewish business-men will play an important role in extcndmg the already 
predominantly German character of Central European economy In the 
end, world power will have been concentiated m a few centres, London, 
New York, Moscow (01 St Petersburg), and perhaps China or Japan 
(p 161), Other states will be mere satellites, reinforcmg ‘the leading 
group to which they belong’ Today the neutrals are hke ‘asteroids or 
comets’ outside the constellation They must be drawn m, for there is no 
place for neutrahty in a world of giant sovereigns (p 17a) This is the 
mission of the new Germany ‘In this task all economic orgamzations of 
entrepreneurs and workers will help us That will become our pohUcal, 
world-economic socialism’ (p 197) 

All these strains reach their ultimate formulation with Karl Hausho- 
fer His ideas can be studied briefly in his most popular work, the book 
he dedicated to his friend Rudolf Hess, Weltpohtik von Heute Let us follow 
them in Haushofer’s own sequence 

To begm with, a German who wishes to understand the geopolitical 
basis of contemporary world pohtics must place himself in the centre of 
the ‘folk’ and cultural space. Here Haushofer is of course much closer 
to Kjellen than to Ratzel Racial determinants, the ‘racial wdl’, are 
dynamic elements within the ‘static world of mtcrnational agreements’ 
(pp. 16-17), Butwithin what ‘folk’ space shall one stand? The Germany 
of 1932 was the product of Versailles, and the treaty was based on gross 
geopolitical errors In fact, geopohtics is one weapon in the fight to 
correct such errors as the division of Europe mto colony-possessing powers 
in the West, space-possessing powers in the East, and strangulated states 
in the centie 

It was the Versailles Treaty, too, which brought about the autono- 
mous development of America, the weakening of the British Empire, the 
return of Russia to Asia, and the gradual revival of self-determination in 



southern and eastern Asia Ultimate pohtical decisions will be made 
within these groups, and they will depend upon a clear msight into the 
relations between power and state ‘Primal geopolitical drives’ {gea- 
politische Urtrube] are at work within this spatial framework, thrusting 
from the continent to the coast and beyond the coast to the dommation 
of the opposite coast Ratzel’s law of growing spaces is not hmited to 
continental masses . it also crosses the sea (p 49) 

From the German standpoint, the central space must be Central 
Europe (Haushofer would prefer the term ‘Inner Europe’ as more precise 
geopohtically) The first political task is to restore the space of the Ger- 
man Reich There are five different German spaces (i) the military 
space, which in 1934 was even smaller than the teriitory of the Reich, 
(2) the territory of the Reich , (3) the compact mass of the German ‘folk’ 
soil — Germany, the Polish Corridor, the Sudetenland, Upper Silesia, 
Teschen, Austria, Alsace-Lorrame, and southern Denmark, (4) the 
sphere of influence of German language and culture, and (5) the mde- 
pendent Dutch-Flemish spaces 

The mam powers of the world fall mto distmct categories The funda- 
mental opposition is between the ‘renaissance’ powers, Germany, Italy, 
and Japan, and the powers of ‘perseverance’, England and France The 
United States, Russia, Brazil, and China operate ‘between the tides’ (p 
76) In addition, there are spaces hke India and Mongoha, which possess 
a future but no present, and like the Baltic sea space. Spam, and Portugal, 
which are mere remnants of the past The solution to these oppositions 
and political conflicts does not he in internationalism The League of 
Nations, the British Commonwealth of Nations, the Federation of Soviet 
States, Pan-America, Pan-Europe, Pan-Pacific, Pan-Africa — they are all 
of no avail An old German proverb says Wer auf sick selber ruht, steht 
g«f (Self-help IS the best help) (p 105) In 1931, thcSudetendeputy Hans 
Krebs, writing m a National Socialist pubhcation, attacked Couden- 
hove-Kalergi’s idea of a Pan-Europe with similar arguments Against 
Pan-Em ope he sets Central Europe A federation of Europe within the 
League framework is incompatible with National Socialist ideas of space 
and hving space 

Turmng to immediate practical considerations, Hauahofer’s first pio- 
blem is to work out the spatial margm necessary for a state to live His 
solution justifies the destruction of France and England and the incor- 
_poration of the smaller states On the one hand, there is the law of grow- 
ing spaces. The space of the British Empire has reached its maximum and 
therefore decay is mevitable France has lost the will to live, for a coun- 
try that has begun to surrender is through (pp xxo-it) On the other 
hand, there is a minimum spatial hmit Therefore small states must be 
incoiporated mto larger spaces Two exceptions — the Vatican City and 
Switzerland — are allowed because of their long tradition of mdependence 

The category of great power must be replaced by world power A gr^ 



power 13 determined solely by the ‘will to power’ — otherwise China and 
Brazil would be great powers It was a category of the era of the ‘con- 
cert of powers’, when the great powers co-operated m dividing up the 
world among themselves (p 129) Now that co-operation has given way 
to antagonism, world powers have become geopohticaUy decisive Since 
Germany has not yet attamed the status of a world power, it need not be 
concerned with the frictions between the powers Germany must work 
carefully, utilizing the existing antagonisms by ‘a surprisingly decisive 
interference of counsel and action’ everything will fall into the lap of 
him who waits (p 1 35) This analysis of Germany’s role m the struggle 
of world powers is the kernel of the book, accordmg to Haushofer, 

A further invaluable weapon m Germany’s struggle for living space is 
racism, and Haushofer presents an amazingly frank analysis ‘Master 
races’ must remam pure, race mixtuie has brought about the decay of 
many a great empire (p. 15 1) France, for example, carries the seeds of 
its own destruction Among non-Germamc people, sigmficantly enough, 
race and class become synonymous and it is essential to prevent the nse 
of lower classes and races to the level of the master race 

Today we see the suppression of racial minorities everywhere— a 
golden opportunity for political and propagandist manipulation of the 
slogan of self-determination. ‘A far-seemg policy opens enoimous possi- 
bilities to us . if we esteem the principle of self-determination of the 
large and small peoples . with the slogan “honour, freedom, equality” 
. The condition, however, is superior knowledge of the state of pies- 
sure upon the people {VolksdruckverhaUntsse] and of the forms of pohtical 
domination throughout the world, which long ago became a unified 
power field’ and within which nothmg can happen without producing 
repercussions elsewhere (p 152) Nothing could be more frank Self- 
detenrunation is merely a weapon Take advantage of every friction 
growing out of the minority problem Stir up national and racial con- 
flicts where you can Every conflict will play mto the hands of Germany, 
the new self-appointed guardian of honour, freedom, and equality all 
over the world 

Ethical and mihtary considerations are weapons too Germany has the 
right to base its pohcy on the unmoralxty of territorial acquisitions by other 
powers They were robberies concealed and justified by mtcrnational 
law The mandates, for example, were nothing other than ‘spatial 
fraud’ (p 155) The redistribution of space will be accomplished in new 
and entirely different ways Germany wdl make use of ‘spiritual war- 
fare’ (propaganda) , new mihtary techniques including the use of aero- 
planes and tanks as loosening {mtjlockernde) forces agamst both troops and 
civilians , and morale-destroying hghtnmg blows by small highly special- 
ized bodies of soldiers , supplementary weapons like the boycott now prac- 
tised m India and Chma and capable of greatly intensified force if co- 
ordmated into the National Socialist movement By such means, ‘cul- 



ture-people without colonics’ may even be able to acquire tropical terri- 
tories without bloodshed (pp 158-9) Frontiers are not ‘soulless lines’ — 
they are orgamsms and they too will be changed at will 

Germany’s world mission can be understood only m terms of the long- 
term aims of the world powers Great Britain’s long-term aim is merely 
conservation of what she now possesses The British Empire will therefore 
be dismembered France, too, will fall Only Russia and the United 
States, Japan and Germany, and, to a lesser extent, Italy will remain as 
world powers Just what Germany’s short-term aims are is never clearly 
revealed, but it is not haid to deduce them from the rest of the dis- 
cussion. 

One example wiU suffice to illustrate the hold of geopohtics in official 
German circles (especially m the army and navy) ‘Today we must 
choose’, wrote Alfred Rosenberg in 1927, ‘between Crusade politics and 
space politics, between world imperialism and the racial will of the 
state , between Barbarossa and Henry the Lion , between the Stresemann- 
League of Nations and the racial National Sociahst Germanic state 
It IS geopohtics versus medieval umversalism as the base of the new Reich 

The most outspoken representative of geopohtics mixed with racism is 
the famous Ewald Banse, who quite naively stated the need for imperial- 
istic war and, &om geography, racism, niihtai7 science, and the Reich 
idea, elaborated Wehrwisssnschqfi as that academic discipline which ‘is 
the systematic apphcation of every branch of human thought and human 
endeavour to the end of increasmg the defensive strength of our people’ 
This new science receives the rank of a ‘national philosophy’ In a httle- 
known book®® written for the layman, Banse analyzed the whole world, 
each country in turn, its geogiaphy, its ‘blood and character’, its pohtical 
organization, accordmg to the tenets of geopohtics of learning and utiliz- 
ing every conflict of whatever nature in each pait of the world for Ger- 
man aims 

Much of the general popularity of geopohtics can be found m the same 
element that underhes the success of any pseudo-scientific theory of 
society or pohtics the possibility of attributing all evds to a smgle and 
seemmgly objective factor In Hans Grimm’s novel, Volk ohme Raum (A 
People without Space), for example, we arc given a popular emotional- 
ized treatment of geopohtics ®* The entire 1200 pages constitute one long 
outcry against British power and a preparation for German imperialist 
expansion This is an adequate description of Haushofer’s book, too. 
In one map (p izo), England is depicted as an enormous spider seated 
in the British Isles and sucking up blood from all corners of the earth 
Towards Russia, on the other hand, Haushofer is rather ambivalent He 
speaks of Germany squeezed between France and the Soviet Umon Yet 
the reference to MacKinder’s notion of the Russo-German space as the 
geographical pivot of history could equally be preparation for the sigmng 
of the non-aggression pact or for war agamst Russia 
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In the final analysis, geopolitics is nothing but the Ideology of imperial- 
ist ejqjansion What httle intelligible geography it has retained, as m the 
arguments for ceitain frontier rectifications, is neither new nor particu- 
larly important within the whole structure The bulk of geopolitics is a 
hodge-podge of ethical, mihtary, economic, racial, demographic, historical 
and political considerations It offers a fine illustration of the perversion 
of genuine scientific considerations in the interests of National Socialist 
impenahsm 

As a scientific justification for expansion, geopolitics is nonsense, of 
course ““ It could have vahdity only if the entire world were centred 
around one focal location Since more than one central location does in 
fact exist, however, how do we determme which shall swallow which? 
Why should Alsace-Lorraine be incorporated mto Germany rather than 
have France swallow Germany up to the Rhine? Should Germany or 
the Soviet Union incorporate Poland’ Or to put it more generally, 
fiom the argument that the frontier is a band or organism and not a hne, 
how does one determine in whose favour the fiontier should be rectified? 
Canada or the United States? The United States or Mexico’ Obviously, 
the answer does not he m geography-—it hes in power 

3 Population Pressure 

Both Geimany and Italy have made extensive use of a pro-natahst 
population policy as a further basis for their claim for more hvmg space 
The very success of the policy — despite the difificulty m obtaining official 
statements regarding its purpose, especially for Germany, birth-rate 
Statistics leave no doubt as to its success*® — at once exposes the fraudulent 
nature of the claim, however In his reply to President Roosevelt, Hitler 
complamed bitterly about the overcrowded population of countries 
without living space Yet his regime moved heaven and earth to increase 
the size of the German population 

Repubhean Germany had already taken steps to increase the birth 
rate Article 1 19 of the Weimar constitution promised special piotection 
to large fanuhes Pnvate orgamzations hke the League of Large Families 
(founded m 1919) put constant pressure on the legislature Wage differ- 
entials based on family status were umversal for cml service employees 
and common among some of the salaned employees On the other hand, 
the manual workers’ unions opposed family allowances partly for ideo- 
logical reasons (desire for a class wage) and partly from fear lest the 
differential drive heads of fanuhes out of jobs Birth-control information 
was widely disseminated Fifteen orgamzations were active m this field 
and many of the sick funds gave their members advice on contraceptives ** 
Leniency by the courts, especially in the Protestant regions, helped bring 
the number of abortions to an estimated 800,000-1,000,000 yearly In 
general, pro-natahsm was very much on the defensive under Weimar, 
lai 



The National Socialists lost little tune in reversing the picture, Mims,, 
ter of the Inteiior Frick announced the change in a speech m June 1933.“’ 
Birth-control centres were closed, leniency towards abortion was brought 
to a sharp halt, and the advertising of contraceptives stopped The 
party took over the League of Large Famihes, making it a section of 
the race-pohey department It now has a membership of some 300,000 
fanuhes By a law of i June 1933 (taking effect within two months), 
couples about to marry could obtain mtercst-free loans up to 1,000 marks 
if they fulfilled certam conditions They must be pohtically reliable and 
racially, physically, and morally eligible citizens The bride must have 
been gainfully employed for at least six months during the two years pre- 
cedmg marriage She must cease workmg and must pledge not to take 
another job unless her husband is unable to support the family The 
loans are given m the form of coupons to be used m purchasing furniture 
and household equipment and are to be repaid m small monthly instal- 
ments over a period of eight years One-quaiter of the loan is cancelled 
at the birth of each child The purposes of the law are clear from its 
provisions reduction of unemployment by eliminatmg married women 
whose husbands are employed (a contmuation of the reactionary pohey 
mtroduced over widespread protest towards the end of the Republic), and 
stimulation of the birth rate 

As the military preparedness programme brought full employment in 
its wake, the programme of stimulation of marriages and large famihes 
was directed more and more exclusively towards pro-natalism By act of 
3 November 1937, the reqmrement that women who receive marriage 
loans cease working was dropped A measure adopted about one month 
earher provided that the money turned back in repayment of the loans 
be used to provide special allowances and grants to famihes with depen- 
dent children, and particularly as settlement grants to budd up the rural 
population Other measures discrunmated m favour of large famihes in 
income-tax rates and m various other ways 

National Socialist pro-natalism has undoubtedly been successful By 
the end of 1938 there had been 1,121,707 mamage loans granted and 
980,365 cancellations because of births These stimulants together with 
a general economic improvement pushed the birth rate up, though it is 
impossible to say which factor played the more important part 

Now what docs the demand for an ‘adequate space for the population’ 
really mean^ Its supposed scientific basis is virtually non-existent It 
would be absurd to argue that because Germany (mcluding Danzig and 
the Sudetenland) has 4 per cent of the world population, her 0-5 per cent 
of the world area should be increased to a correspondmg 4 per cent. 
There are tremendous variations m the value of different sections of the 
earth. Furthermore, an mdustrial nation may need less temtory than an 
agricultural or nomadic country If the argument is that a nation re- 
quires enough space to overcome structural employment, Germany has 
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herself answered by attaimng full employment at a time when many 
‘have’ nations were unable to do so. And even ascribmg Geimany’s suc- 
cess to the temporary panacea of armaments and war does not save 
the population argument Golomcs are notoriously unfit for large-scale 
settlement Eastern and south-eastern Europe is overcrowded, so that 
German settlement there is possible only by drivmg out the present m- 
habitants What is really responsible for over-population is a non- or 
mal-functiorung economic system Therefore it can be overcome only by 
a functiomng mternational division of laboui, not by acquisition of more 
territory To hold over-population responsible for unemployment is sheer 
demagogy designed to conceal the inner antagonisms produced by capi- 
talism 

The inescapable conclusion is that regarding population the living- 
space doctrme has a merely ideological function in the interest of imperial- 
ism A comparison with eaiher population theories is very revealing 
The early nineteenth-century pohcy was dominated by a smgle fear, suc- 
cinctly expressed by the Prmce of Oettingen-Wallerstem before the Bavar- 
ian Second Chamber m 1834 ‘One must close the road to revolution by 
making it difficult for those without property to marry By a series of 
acts (1828, 1833, 185a), the duchy of Wurttemberg reqmred govern- 
mental permission for marriage and enumerated a long list of prohibi- 
tions This marked a sharp reversal from early mercantihsm, which had 
repealed marriage restrictions and even encouraged illegitimate children 
m order to bmld up the labour supply Many other states, mcludmg 
Bavana, followed the example of Wuittcmberg 

One writer in 1827 even went so far as to make the cynical proposal 
that all young men be required to submit to mfibulation, the metal rings 
preventing sexual mtercourse not to be removed until the man could 
prove his ability to support a wife and children Even the famous 
liberal constitutionalist Robert von Mohl found it necessary to argue 
against unrestricted marriages, though he himself included marnage 
among the origmal rights of man Others proposed measures discruni- 
natmg against illegitimate children or reqmrmg various financial 
guarantees for permission to marry ** Anythmg to prevent a further 
growth of the population and its supposed threat to the safety of the rulmg 
classes 

How different is National Sociahsm’s techmque By its racial imperial- 
ism, It seeks to incorporate the masses into the new authoritarian struc- 
ture of society, promising them a share m the coming profits of world 
conquest The living-space doctrine prepares the way ideologically, 
while the population policy prepares the way matenally by mcreasing 
the size of the master race 



4 Tite New International LaW 

The ideology of expansion is not complete with tradition, geopolitics, 
and pro-natalism A new international law is needed too , more correctly, 
perhaps, a new one at each stage m internaUonal relations National 
Socialism has made contributions to international law, to the surprise of 
those who believe that National Socialist political theory is simply state 
absolutism Why not, after all? National Socialism has, prior to 1933, 
alwa>s utilized liberal democratic forms where they could be useful in 
attaimng ceitain objectives Before seizing power, did not the National 
Socialists take full advantage of civil rights, especially freedom of the 
press and of parhamentary government'* After commg to power, having 
desboyed civil rights at home, they could still make use of mternational 
law in their deahngs with the outside world And they wcic nothing if 
not frank One National Socialist international lawyer wrote ‘For 
specific reasons, international lawyers of repute should prove that the old 
concept of mternational law is compatible with the National Sociahst 
philosophy of life ’ ‘At present’, he continued, ‘Germany must still try, 
usmg mternational law among other means, to make certain that the 
dictates imposed upon her give way to a better order What is sur- 
’'prising IS that outside Germany, especially in England, experts m inter- 
national law were seemingly unaware of the game that was being 
played 

The alternative for the National Socialists would have been to revive 
the old Prussian doctrine of Philipp and Andreas Zorn, that mterna- 
tional law does not exist, that the body of alleged international law is 
merely external state law subject to the sovereign power of the state 
Alternatively, they might fail back on the clausula rebus sic stantibus 
fundamentally changed circumstances allow a country to withdiaw from 
all existmg mternational obhgations One attempt was actually made m 
this direction by a Nabonal Sociahst laivyer named Schecher He 
undertook to prove that the National Socialist philosophy mevitably gave 
the internal law of the state unhmited precedence over international law 
The latter is valid only m so far as it forms part of the domestic legal 
system, and the state alone determines that. The official theonsts were 
much more clever than Schcchei, and his views have been rejected 
almost unanimously 

Equally unsuccessful was the notion of geo-junsprudence,*’ worth 
mentioning because it has been strongly supported by Haushofer. Geo- 
jurisprudence seeks to reformulate international law m terms of vassals, 
dependencies, protectorates, and federations worked out on geopolibcal 
pnnciples The crux of the argument is that space can make jurisbc 
independence meaningless When one can shoot cleai across a state, 
Austria 01 Switzerland for example, the mdependence of such a state has 
no meaning On the other hand, Danzig, Mcmel, the Saar, and even the 
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south-western neck of Bavaria are spatially insectire for the same reason 
and need added protection (The only comment necessary is that this is 
a imhtary argument, with space drawn in as a blind ) 

THE breaking of THE FETTERS OF VERSAILLES 
The use of international law to overcome the ‘dictates imposed upon’ 
Germany, to break the ‘fetters of Versailles’, is, then, officially approved 
Germany must legain equality with other great powers by re-anmng, 
mihtarizmg the Rhineland, removmg ‘colonial injustice’ and ‘territorial 
shame’ That is what most German international lawyers have been say- 
ing ever smcc the end of the First World War, as a matter of fact ‘Wiping 
out the shame of Versailles’ was a stock phrase m the Weimar Repubhc 
They always beheved that the VeisaiUes Treaty was invalid because it 
was a dictated peace, argmng either on the analogy of civil law, where 
contracts made under duress are null and void, or by invoking the 
clausula rebus stc stantibus, or by chargmg non-fulfilment of the promises of 
the Fourteen Points and of Lansing’s note of 5 November 1918 Others 
said that the Treaty ran counter to the eternal ideas of justice After 
Hitler took power, of course, the wraps weie taken off and the attack 
gained enormously in vigour and vitupeiation The overwhelming 
majority of the German people unquestionably supported the revuionist 
demands, provided that they could be achieved peaceably 
The leading voice m the National Socialist levisionist chorus is Carl 
Schmitt’s As the leitmotif he introduces natural law, a concept that 
the National Socialists rigorously excluded from their domestic law ‘It 
IS not man’s will and man’s rules,’ writes a colleague of Schmitt’s, ‘but 
nature which is man’s law and the limit of his powers The term 
‘natural law’ is generally avoided for lather obvious reasons, but the 
insistence upon justice and morahty and the veiy form of the argument is 
nothing but the raPonahstic natural law that goes back to Grotius 
The rationalist element is dressed in the terminology of irrationahsm 
Not man but the commimity is placed m the centre of the system Smee 
the essence of the commumty is to prevent one member fiom prevailing 
over another, and smee intemanonal society is a community, the argu- 
ment runs, mtemaPonal mequaUty violates the essence of mternational 
law Germany rightly claims her rights to equality The tnck and the 
sham of the argument he in the word equahty There can be no quarrel 
with the argument that by their very sovereignty all states are equals. 
International law could not exist without recognizing this prmciple, 
provided equality is understood as a juristic category In the same way, 
equality of all men in our legal system means legal equality, that is, the 
illegality of slavery and so forth The National Socialists, however, do 
not stop with this formal concept For them, equality also means the 
nght of each state to adequate hving space It has all sorts of moral and 
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political implications Carl Schmitt enumerates a whole catalogue of 
rights, such as the eternal right to existence, self-determination, defence, 
and so on 

The whole chain of reasoning is neither very original nor essentially 
valid Its exponents admit that they are wipmg out the boundary between 
ethics and law If we agree with a recent American work that holds this 
to be progress,®' then we can refute the National Socialists in political or 
ethical teims, not m terms of law However, if we retain the traditional 
separation between law and morals as essential,* — as I do — the purely 
arbitrary character of the reasomng becomes clear Perhaps Germany 
should have been allowed to rearm, militarize the Rhineland, and occupy 
the Corridor and Danzig That is not the question To justify these acts 
by mternational law makes law a mere prostitute of politics 

The argument unquestionably has a popular appeal It duped the 
civilized world qmte successfully The National Socialist propaganda 
machme knew how to get the writings of its international lawyers into 
respectable foreign periodicals That helped Their trick of excluding 
Soviet Russia from the international community helped too They mam- 
tamed that membership in the international commumty requires 
homogeneity, a number of common features and beliefs ®* This argument 
is obviously borrowed from the doctrme that a democracy can function 
only if there is a certain degiee of homogeneity within its holders Just 
what the elements of this international homogeneity are is never made 
clear What is made crystal clear is the fact that the Soviet Umon shares 
none of the features of the civilized world, and so stands outside the pale 
of mternational law “ 

The excommumcation of Soviet Russia was decreed by Hitler m his 
speech to the 1936 party congress That speech brought a flood of 
liteiature m its wake “ Absurd as the arguments aic, they were an un- 
questioned aid to the success of National Sociahst foreign pohey States- 
men in parliaments and m the League loudly denounced the militariza- 
tion of the Rhme and the introduction of umversal conscription m Ger- 
many These denunciations did not come from the heart, however, and 
were not followed by action Neither British labour nor hbeials or 
appeasers demed the validity of the German claims 


THE NEW NEUTRALITY AND THE JUST WAR 

In Other situations, notably on the neutiahty question, the blendmg of 
law and ethics led to the wrong solution Then the National Sociahsts 
reverted to strict traditionalism Recently English and American inter- 
national lawyers have revived the medieval and early hberal concept of a 
just war, and they separate the rights and duties of neutral states accord- 
ing to the character of the war Perhaps the best expression of this view 
* See p 362 


(Behemoth) 
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was given by the then Attorney-General, Robert H. Jackson, in his 
address before the International Bar Association on 27 March 1941. Mr. 
Jackson attacked those who have ‘not caught up with this century which, 
by its League of Nations Covenant with sanctions against aggressors, the 
Kellogg-Biiand treaty for renunciation of war as an instrument of policy, 
and Argentme Anti- War tieaty, swept away the mneteenth-century basis 
for contendmg that all wars ate alike and all warriors entitled to hke 
treatment’ ““ Neutials must assist those nations who are fighting to 
ward ofif aggression — a just war In the same vein, there is a considerable 
body of hteratuie holding that neutrals may discriminate against any 
nation viola tmg the Kellogg-Biiand pact Two important contiibutions 
in the 1936 British Tearbook of International Law, for example, go even 
further 

This new theory, especially m the Jackson formulation, ought to be 
quite acceptable to German philosophy of law Yet they attack it, invok- 
mg the oldest and most rationalistic arguments m existence. The same 
Carl Schmitt who invented ‘thinking in concrete words to replace 
abstract, rationalistic thought, has devoted many articles to combatmg 
the new theory of war and neutrality He demes the distmction between 
just and unjust wars, and that neutiahty can be ‘halved’ Either war is 
still a legal institution, he argues, m which case preference for either side 
on the part of a neutral makes it a belhgerent , or war is simply a pohee 
measure taken by some supernational agency. 

German lawyers mamtam further that the Engbsh declaration of war 
on Germany violated the League Covenant and that the Kellogg-Bnand 
pact IS rendered invahd by the many reservations that destroy its uru-~ 
versahty No legal basis exists, therefore, for discrimination against 
Germany. It is with great satisfaction that they cite the views of Borchard 
and Lage on the British reservations to the Kellogg-Bnand pact We 
might note, finally, that the opposmg view has not won umveisal approval 
in the United States by any means In a lengthy and widely discussed 
commumcation to The Mew York Times, for example, Hyde and Jessup 
mamtained that the repeal of the old Neutrahty Act was unneutral and 
violated the prmciple of impartiality 

While the Germans were developmg their new theories of mternational 
law, the French and British governments destroyed the League of Nations. 
In a speech on 10 October 1936, Leopold II of Belgium announced the 
severance of ‘one-sided’ obligations and the adoption of a pohey of abso- 
lute neutrality patterned after the Dutch and Swiss models English pub- 
hc opimon clearly recogmzed this as the death-blow to collective security. 
But at least one English mternational lawyer was sufficiently pleased to 
mdicate his approval in a German journal to which he contributed 
frequently England, he thought, would stiU fight to mamtam Dutch 
and Belgian mdependence — not for the sake of mternational law or the 
League of Nations, however, but solely to protect the interests of the 
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empire He was equally confident that Bntam would not take part m any 
conflict arising out of the Franco-Soviet pact 

Elsewhere on the contment we find Switzeiland — never too friendly to 
the League and partly exempt from the obligations of the Covenant after 
the London declaration of 13 February igao — returmng to a posiPon of 
absolute neutrality on aa December 1937/ 14 May 1938 Asimilar develop- 
ment took place in Scandmavia 

German theory had scored another victory, not on its merits but for 
reasons of political expediency It goes without saying that the neutral 
states weie not the beneficiaries, except perhaps Sweden and Switzerland 
for a brief time The German attack on the theory ot just war and dis- 
crinnnatory neutrality was nothmg more than part of the preparation 
for the new World War. 


THE GERMANIC MONROE DOCTRINE 

With the commg of the present war, however, a completely new pattern 
of mternational law has been developed the Germanic Monroe Dootrme 
Geopohtics and mternational law have been joined 

The ‘large-space’ theory need not necessarily bring about a trans- 
formation of accepted international law If one holds that states are 
the sole subjects of mternational relations, it does not matter whether the 
subjects are small- or large-space states, whether they give themselves the 
fancy title of Reich or remain content with mere ‘state’ That is stiU the 
view of many German mternational lawyers But the dommant school 
has abandoned both traditional concepts, state and international law. 
One writer posed the problem this way ‘If the development really tends 
towards large spaces, is “international law’’ then that concerned with the 
relation between the large spaces or is it the law of the free people hvmg 
in one common large spaced’*® The very frammg of the question reveals 
the basic motive It not only stamps Poles, Czechs, Dutch, Belgians, and 
Jews as ‘free’ people, but it also justifies the hierarchy of races withm the 
German realm by a body of rules, called international law but m fact 
nothmg other than the law goveinmg the empire In other words, the 
relation of individual states to one another no longer comes within the 
scope of mternational law On the contrary, the sanctity of mternational 
law IS rejected as applying only to the position withm each of the 
empires 

This scholastic strategy has still further consequences The trend 
towards large spaces, conceived by Ratzel merely eis a geographical 
phenomenon, now becomes an historico-pohtical process Large-space 
economics precedes large-space pohtics Large spaces have been made 
mandatory, it is argued, by the trustification, monopolization, electri- 
fication, and rationahzation of German mdustry.''^ The integratmg 
function of technology is not seen withm the framework of a programme 
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tary of State HuU formulated the new conception m his press release com- 
menting on the exchange of notes with the German government 

'It [the Monroe Doctrine] contains withm it not the slightest vestige 
of any imphcation, much less assumption, of hegemony on the part of 
the Umted States It never has resembled and it does not today 
resemble policies which appear to be similar to the Monroe Doctrme, 
but which, instead of restmg on the respect for cxistmg sovereign- 
ties, seem to be only a pretext for the carrying out of conquest by the 
sword . . . and of complete economic and political domination by 
certain powers 

We may be readily prepared to admit that Pan-American solidarity is 
not mei ely a lofty ideal Nevertheless, economic penetration of a country 
13 stiU very different from complete pohtical and economic control by 
another nation The resistance of a number of Latin American countries 
to American leadership at all the recent hemispheric conferences offers 
ample proof Once the Umted States fully understands Pan-American 
sohdanty, she will realize that it must be rooted in co-operation among 
large masses of workers, peasants, and middle classes, and not merely in 
dealings with Latin-Amencan ruling groups, ready to ally themselves 
with a great power willing to guarantee their pohtical status, prerogatives, 
and luxuries. Sohdanty between the governments must be cemented by 
a solidarity of the peoples. That is America’s greatest pohtical task And 
even m its present rudimentary form, Pan-Amcncamsm is utterly differ- 
ent from the Germanic concept of a Monroe Doctrme. The American 
basis IS democratic consent by sovereign states , Germany knows nothmg 
but conquest and dommation. 


THE FOLK GROUP VERSUS MINORITY 

At first Sight, one might suppose that there would be no place for tlie 
racial theory m the large-space doctime of international law It is pre- 
cisely here, however, that the concepts of Reich and race merge. 

There is a popular notion that the National Socialist insistence on a 
racial law is mere ideology with practical consequences only for the Jews, 
that the German practice of international law operates with the old con- 
cepts. A similar idea is widely held about German pohtical theory Both 
are dead wrong The dechne of the state in domestic as well as inter- 
national law is not mere ideology, it expresses a major practical trend 
We have already seen that Cail Schmitt and his followers refuse to call 
the legal relations between the rival empires mternational law but restrict 
that term to the law between the racial groups within each empire This 
theory, in other words, tsikes the demal of the state and of state sovereignty 
senously The ideological aim is clearly to give the German solution of 
the problem of racial nunonties the sanctity of international law The 
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mam political consequence is the abandonment of the prmciplc of 
mmority protection for the so-called Volksgruppenrecht, the law of ‘folk 
groups’ 

The way rehgious, national, lacial, and cultural minorities are treated 
can be taken as an index of the moral and cultural level of a state It 
became evident during the Pans Peace Conference that the Wilsoman 
prmciplc of self-determmation, by itself, was not sufficient to solve this 
most pressing of European problems Mihtary, economic, geographic, 
and historical considerations interfered Minorities remamed. Their 
protection could not be left to the discretion of the states in which they 
lived The framers of the Treaty of Versailles and of the League of 
Nations Covenant therefore established a system of mternational regula- 
tions under the guardianship of the League. As a matter of fact, pro- 
vision for international protection first appeared m the treaty concluded 
by the Allied and Associated Powers with Poland, and this agreement 
served as a model for all other eastern European states, who had to accept 
similar obligations before they could gam admission to the League 

The idea of mmority protection reflects the best heritage of hberalism.®® 
The legal and pohticai equahty of all citizens is guaranteed ‘without 
distmction as to birth, nationality, language, race, or religion’ There 
shall be unrestneted use of any language m private hfe and adequate 
facihties for its use in the law courts Wherever a mmority constitutes ‘a 
considerable proportion of the inhabitants’, the state is obliged to provide 
elementary education in the language of the minority and to defray the 
cost of educational, rehgious, and welfare services At their own expense, 
mmonties may establish and conduct their own schools and other social 
and cultural institutions Freedom of worship must be unrestricted. 
Disputes could be brought before the League and ultimately to the 
World Court at the Hague 

The mmoiity treaties thus aimed primarily at equality and only 
secondarily at the protection of any specific national character and cul- 
ture The chief practical difficulty m carrying out their provisions was 
that the mmonhes had no collective rights, and could not act as the 
guardians of their own mterests At its best, therefore, mternational pro- 
tection was not really the protection of a national mmonty as such, but 
of each of its members Moreover, the League too often found it 
expedient to side with the sovereign states Even so brutal an action as 
the Pohsh punitive expedition against the Ukrainians m eastern Gahcia, 
the aftermath of which I had the opportumty of witnessing personally, did 
not evoke serious League protests In the final analysis, legal protection 
by treaty was no more successful than the efforts by the mmonties to 
organize and hold annual conferences m all European countnes except 
Soviet Russia The effort broke down completely with the decline of the 
League, and its underlying prmciples were finally abandoned by the 
British government durmg the Sudeten crisis of September 1938 
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Needless to sayj National Socialist theory and practice have a com- 
pletely new approach — the folk group law.®* Its aims may be summarized 
by contrasting them with the abortive pattern of international mmority 
protection 


International Mmonty Protection, 

1 Aims at the eijuality of all mem- 
bers of the mmonties with other citi- 

a Protects minorities by an mter- 
national guarantee , 

3 Is individualistic m that it does 
not recognize minorities as legal en- 
tities but recogmzes the individual 
nghts of members of the group, 

4 Sees the detennmant character 
of a mmonty in an objective factor 
(race, religion, language) or m the 
subjective factor of the conscious ad- 
herence of mdividuals to a group. 


The Folk Group Law 

1 Aims at differentiatmg the pok- 
tical and legal status of each group 
accordmg to its specific character , 

2 Anchors the protection solely in 
the mother country , 

3 Recognizes the group as an en- 
tity and does not recognize individual 
rights of Its members , 

4 Sees the determinant character 
of the folk group in the objective 
factor of race or the subjective factor 
and m the acceptance of the member 
by the group 


The National Socialist rejection of egahtananism is unquestionably a 
backward step, a demal of the very principle that has distinguished 
Western civilization from preceding societies The National Socialists 
seize upon the obvious inadequacy of mere legal and constitutional 
equahty, and charge that formal equality tends only to conceal socio- 
economic privilege and exploitation We must concede some justice to 
their accusations The ‘concrete personabty’ of a folk group must cer- 
tamly be taken mto account Legislators and governments must consider 
the actual economic, cultural, and social situation of each mmonty, 
without, however, sacrificing the basic prmciple of legal and constitu- 
tional equahty The idea of the folk group might imply, furthermore, the 
nght of the minority to appear before national and international tribunals 
as counsel for its members or even on behalf of the group as a whole And 
there is the characteristic trick of every National Socialist criticism of 
traditional Western conceptions For they make no attempt to trans- 
form the socio-economic structure so as to make the formal equality real 
Instead, they use a legitimate critique to abohsh even legal equality 
This technique characterizes the whole conceptual and mteUectual 
framework of National Socialism In their hands, the ‘concrete per- 
sonahty’ of the folk group really means differentiation among the groups 
so as to play one off against the other. The conqueror imposes a hierarchy 
of races The folk-group idea is nothing but a device to hold some groups 
down while inviting others to share m the spoils of the conquest 
The abandonment of international guarantees and the substitution of 
protection from the mother country were accepted by Lord Runciman 
and Neville Chamberlain in the sinister autumn days of 1938 It was 
a crime against mternational law and minority protection, though an 
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inevitable consequence of the collapse of the League Were it only a 
temporary measurCj the loss of rights by minorities might be accepted 
without great objection National Socialismj however, considers the new 
system to be the permanent solution Carl Schmitt demes the very 
existence of mternational law among the rival empires Hasselblatt, who 
had the greatest share m draftmg the proposals of the Sudetendeutsche 
party, calls his draft bill of 27 April 1937 ‘inner state international law’ 
We are clearly faced with one of the most ommous aspects of the new 
German theory Acceptance of the principle that the mother country is 
the political guardian of the imnonties means not only the rejection of 
rational mternational relations but also the end of internal unity m every 
state havmg sizable minorities It makes the mother people the arbiter 
of disputes between the state and the mmonties living therein Instead of 
mtervention by the international community based on rational norms 
and procedures, the National Socialists demand the arbitrary interven- 
tion of the mother state — ^racial imperialism, m other words The 
alleged racial ties shall be stronger than juristic or pohtical allegiance 
Descent takes precedence over citizenship Racial Germans throughout 
the world remain Germans, members of the folk group, subject to its law 
The fifth column is elevated to an institution (Mmonty groups inside 
Germany are the exception, of course ) 

Recognition of the racial German group as a corporation under pubhc 
law IS coupled with the demand for full autonomy and an equal share in 
the government That was the explicit meaning of the Sudetendeutsche 
party proposals of 27 April 1937 The six bills they introduced, especi- 
ally the draft penal statute against the ‘misuse of denationalization’, sub- 
jected the Czechoslovak state to the pressure of its German mmonty The 
Runciman proposals went still further and actually removed the Germans 
fiom Czechoslovakian sovereignty Rccogmtion of the mmonty as a 
public corporation, as the Germans understand it and have apphed it m 
Czechoslovakia, Hungary, and Rumama,®® thus creates a state within a 
state and exempts the German group from the sovereignty of the state 
In the Netherlands, Dutch penal law and admmistration have been 
replaced by German law in all cases of crimes comimtted by Germans, 
former German citizens, or citizens of the protectorates of Bohemia and 
Moravia German penal law also applies to anyone who comnuts a 
crime against ‘the grossdeutsche Reich, the German people, the National 
Socialist party, its groupings or affihated organizations’, against a Ger- 
man citizen, against anyone employed by the Reich or m the service of 
German authorities , or if the crime is committed m buildings and plants 
servmg the Reich, the party, and so on 

It might be argued that the regulations for Holland are special 
measures originating in the harsh conditions of occupation Unfortun- 
ately, identical provisions exist for the protectorate of Bohemia and 
Moravia,®® and these areas arc not occupied zones, but, so we are led to 
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believe, ‘a dependent, ouginal territory within the grossdeutsche Retch 
created solely by the will of the Leader’. The constitutional basis derives 
from Hitler’s edict of i6 March 1939 The protectorate is thus not the 
successor to the Czechoslovak Repubhc and its pre-mcorporation law is 
not vahd as part of Czechoslovakian law. Of course, the Leader has left 
intact that body of law which docs not ‘contradict the essence of the 
assumption of protection by the deutsche Reich’ Nevertheless, the exemp- 
tions granted to Germans in the protectorate far exceed the infamous 
capitulations, the privileges enjoyed by foreigners in the Ottoman Empire, 
Egypt, China, and Morocco 

Hitler’s edict (article 11, section 1) makes ‘every folk-German inhabi- 
tant of the protectorate’ a German citizen and subject to the German 
administration of justice exclusively The penal system has been set up 
by a series of decrees, the aim of which is not to protect the folk-German 
groups but rather ‘to bnng the Germans in the protectorate mto a close 
and direct relation with the Reich, and thereby to strengthen the de- 
velopment of their racial characteristics’ A completely German 
adnmustration of justice has been created, which is simply a copy of the 
system prevailmg m the Reich itself 

The German civil judiciary has jurisdiction over all Germans, whether 
they are plaintiffs or defendants By a significant fiction, all partnerships, 
hmited liability compames, jomt stock corporations, foundations, and 
institutions arc classed as German citizens if their central office is in the 
Reich, and sometimes even if their headquarters are m the protectorate 
German courts have jurisdiction in all marital disputes if the wife is a 
racial German, even if the husband is a citizen of the protectorate Only 
in the most exceptional cases can a German be a party to an action before 
a protectorate court. Much of the substantive law of the Czechoslovak 
Repubhc has been rctamed, yet even here a number of exceptions have 
been made for racial Germans The most important is the mtroduction 
of German marriage law and certain changes m labour and patent law 

Criminal law in the Netherlands follows closely after the protectorate 
system There is a noticeable tendency to extend German substantive 
penal law into the protectorate (a hst of the relevant statutes would fill 
many pages) Fmally, the protector has the discretionary right to set 
aside any decision of a protectorate court and brmg the case before a 
German tribunal 

What folk-group law means m countnes dominated by Germany is 
quite clear from these illustrations. The German minority receives the 
status of a dominant majority, while the majority, Bohemians and Morav- 
ians for example, acquire the impotence of a minority The view that 
Germans arc racially superior and Czechs inferior, that each folk group 
IS a legal entity, an ‘autonomous umt’ as the Germans call it, hvmg 
under a law adapted to its specific character, has completely destroyed 
what little protection had been given by the international mmority 
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treaties. The anti-rationalist, anti-egalitarian, anti-normative theory that 
considers only the ‘ concrete personality’ and refuses to accept the univer- 
sahst principle of equality before the law, has reduced the majorities in 
the conquered territories to the status of slaves 

What determines a folk group anyway? A minority was constituted 
by race, religion, nationahty, or language The conscious decision of the 
individual was decisive, as in the admirable 1922 German-Pohsh treaty 
relating to Upper Silesia, which expired in 1937 The National Social- 
ists reject this method of determimng a rnmority In the recent treaties 
with Hungary and Rumania both objective and subjective criteria are 
deemed insufficient The Former were rejected because the state m which 
the mmority hves might scrutimze each case to see whether or not the 
objective conditions were fulfilled, imght deny their existence in certam 
cases and thereby jeopardize the rights of a minority member The 
subjective test is mvahd because it adrmts many who have nothmg m 
common with the folk group and who join it merely for material gam. 
The protocol to the German-Hunganan treaty introduces a combmation 
of two conditions for membership in the German folk group m Hungary • 
desire and acceptance ** The leadership of the group thus becomes the 
arbiter, and the composition is ultunately determined by the mother 
country, which exercises complete control over the folk group through the 
leadership principle, money, propaganda, and tenor It is thus possible 
to stifle at birth any divergent political opinions within the German folk 
groups, and the group can be transformed into an obedient tool of the 
mother country 


FOLK INTERNATIONAL LAW AND STATE SOVEREIGNTY 

This impenahstic trend is not bound by any international law and needs 
no justification The Reich exists, and that fact is sufficient justification 
That IS the second consequence of the new doctrine of internabonal law 
The German word for mternabonal law is Vdlkerrecht The new 
National Socialist theory takes this word m its hteral meanmg, ‘law of 
the peoples’ Rejectmg the idea that states are the subjects of mter- 
national law, they mamtain that only the people arc subjects As long as 
the state is considered the subject of international law, it is still part of the 
tradition of Western civilization Even restrictive qualifications, such 
as the claim that the vital interests of a state may supersede international 
obligations, or that unmoral treaties are void, or that the clausula rebus 
SIC stantibus dispenses with international obligations — all devices clearly 
artificial — imply a contmued recogmtion of the two fundamental con- 
cepts of international law, state sovereignty and state equality 
Liberal mternational lawyers are accustomed to blame the present 
world chaos on unlimited nabonal sovereignty They beheve that a 
rational international order cannot be established until state sovereignty 
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IS either restricted or abolished altogether Some even maintam that the 
individual citizen is already — or ought to be — a subject of mternabonal 
law, and is thereby bound to two organizations, the state and the inter- 
national community If the mternational community should apply 
sanctions, for example, m this view the pumtive action would be directed 
not against the state but only against a law-breaking government The 
citizens could then rise against the government without violating their 
allegiance to the state By creating divided loyalties, the dichotomy 
will provide the psychological basis for international sohdarity 
We need not dwell on the methodological difficulties ansing from the 
theory of dual sovereignty We can readily admit that any future mter- 
nahonal order set up after the destruction of fascism must have a proper 
psychological basis as well as the material means of maintammg an inter- 
national community That is not the present problem, however How- 
ever passionately we may desire the ehmmation of fascism, we cannot 
close our eyes to the possibihty that it may not be wiped out It is there- 
fore of the utmost importance to lay bare the propagandist character of 
National Socialist conceptions of mternational law and the dangers 
mherent in the doctrine of dual loyalty The following pages might well 
be entitled In Defence of State Sovereignty 
It IS still useful, even though tautological, to define sovereignty as the 
highest power Smce highest power and highest right are mcompatible, 
the limits of sovereignty do not he m the law, but in the bases on which 
sovereignty rests, in the area in which it is effective, and in the people 
from whom the state can command obedience Sovereignty is a polemical 
notion, directed against other equally sovereign powers A more com- 
plete defimtion would therefore be the potentially highest power over a 
specific territory and over a specific category of people Conceived in this 
manner, the notion of sovereignty is today a progressive one for two 
negative reasons the juristic equahty of all states and the consequent 
rationahty of mternational relations If every state is sovereign, all 
states are equal As a juristic category, equality is, of course, incomplete 
and lame Nevertheless, it prevents the misuse of mternational law for 
imperialist expansion Sovereignty thus establishes formal rationahty m 
an anarchic world, creates a clear-cut delineation of the spheres of power, 
and subjects to the power of the state only those who hve within its 
territory and a select few (citizens) outside It creates a bainer, so to 
speak, which, though hindermg the establishment of a just in tei national 
order, seriously limits the extent of state power at the same time 
In international relations, sovereignty can be attributed only to the 
state as such, as a legal entity, never to its organs It is logically imposs- 
ible to speak of the sovereignty of the monarch or of the government This 
approach is also progressive m a negative way, more progressive than the 
institutional, sociological, and pluralistic theories that reject the concept 
of state sovereignty and attribute power only to organs or social groups 
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within the state. It is true that talk of the state as such has the ideological 
function of conceahng the ruhng power of specific social groups But that 
does not prevent us from detecting the real bearers of power behind the 
mask, whereas abohtion of the sovereign state does. If the state is no 
longer an abstract legal entity but merely the structure of the folk or the 
race, if sovereignty no longer resides m the state but in race or folk, as in 
the National Socialist theory, two consequences are apparent In the 
first place, the negatively progressive character of the concept of state 
sovereignty is destroyed The sovereign race knows no territorial limits, 
and there are then no barriers to the highest power The sovereignty of 
the Germanic race exists wherever there arc racial Germans Thej uridical 
fact of citizenship cannot abrogate the natural fact of membership in a 
race The sovereignty of the race is the ideological basis for the fifth 
column and for imperialism National Socialism points to the fact that 
when circumstances require it, other states, too, pay far more regard to 
racial descent than to the juridical fact of citizenship They refer to the 
fact that Austraha, for mstance, m 1914, imprisoned 3,866 Australian 
citizens born in Germany and sixty-one Gcrman-Australians born in 
Austraha That regrettable fact may or may not have been justified 
by pohtical expediency Nevertheless, it has not induced Australia to 
raise the exception to the rank of a pnnciple 

By removing the mask of the state, furthermore, we can no longer detect 
the actual focus of pohtical power The race does not rule, of course, nor 
has the folk any political power Who does rule in Germany? Where does 
the pohtical power actually reside? The answers to these questions are 
difficult enough to find within the framework of traditional jurisprudence. 
They are even harder to find in the National Socialist ideology, and pre- 
cisely that difficulty is the essenual purpose of the doctrine Its aim is to 
hide the fact that the new German state has amassed enormous pohtical 
and social power without the liimts traditionally imposed on the powers of 
the state 

National Socialism sunilarly rejects tlic state as the subject of inter- 
national law and substitutes the sovereign racial people. This develop- 
ment was prepared in stages, becoming more and more audacious as 
German power expanded In 1934, one of the leadmg younger theorists, 
for example, announced mternational law to be nothing but the law of 
war Since war is the central phenomenon of inter-state relations, he 
argued, all doctrines that regard international law as an instrument for 
peace are U topian The sole function of mternational law is to regulate 

and disciphne war according to the prmciples of honour and the duel 
This approach is a timid step towards the complete rejection of inter- 
national law, by denymg its major function, the organization of peace As 
a matter of fact, there is nothmg fundamentally wrong m it from a nar- 
rowly ‘reahstic’ pomt of view When we examme the consequences of the 
underlying premise, howevei — the rejection of collective security, of 
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sanctions, of pacts of nautual assistance, of mediation and arbitration — it 
becomes apparent that the theory is no more than a pecuhar formulation 
of Hitler’s foreign policy, directed agamst the League and the Franco- 
Russian and other non-aggression pacts. 

A closer approach to the racial theory is found in the famous book, Die 
rassengesetzltche Rechtslekre (the Race-Law Theory of Law), written by the 
now deposed but still relevant National Socialist lawyer, Hclmuth 
Nicolai As the title indicates, Nicolai sought to develop a race-law 
theory embracing the whole field of law (not merely international) He 
was unsuccessful because he lacked both knowledge and imagmaUon and 
did not go beyond the assertion that law derives its vahdity from a com- 
mon feehng of right, which, m turn, sprmgs from common racial traits 
The possibihty of international law is thus still affirmed, though its con- 
tent is reduced to a minimum. 

The next step towards a pure racial doctrme was taken by Norbert 
Gttrke,!''^ the most origmal of thcNational Socialist mternational lawyers. 
He too begins with the same assumption that community of racial descent 
produces, and racial differences condition, mternational law He does not 
fully elmunate the concept of the state, but retams it as the histone form 
that a race gives itself i® * There still remains the possibihty of mternational 
law between different racial states 

The radical imphcations of the racial doctrine were finally and fully 
drawn by Werner Best,i®* a high S S functionary who was responsible 
dunng the Weimar Repubhe for the attempted coup that resulted m the 
discovery of the so-called Boxheimer documents. Law u a fact of life, 
says Best Since life is organic and hostile to abstract norms and since it 
means hfe withm a people, law always appears as a concrete rule, the 
sole aim of which is the furtherance of hfe, or, in his own terms, the 
regulation of ‘the inner folk processes of hfe’ Law can be posited only 
by the Leader, who is the concrete head of the people. The external field 
of the operation of law is not humanity (the liberal conception), but the 
concrete people ‘On the basis of the racial concept of law, the relations 
between states, hitherto called mternational law, cannot be called law 
In the internal field of opeiation, the liberal finds an enormous variety of 
forms of law, based on the assumption that man is free For the racialist, 
on the other hand, the mternal efficacy of law depends upon the ‘trans- 
personal and transtemporal’ structure of the people International law is 
therefore inconceivable from this approach as well Best admits tliat there 
may operate from tune to tune certam rules m international lelations. 
Since they can be abandoned at any tune, however, it would be mere 
veibal formalization to call these rules international law 

In sum, the National Sociahst theorists agree that obstacles to imperial 
aggrandizement cease to exist when the people demand it By furnishing 
the basis for expansion, the racial theoiy is fundamentally different even 
from those conseivative and absolutistic doctrines that construe mter- 



national law merely as external state law. The latter are reactionary 
doctrines, but they still retain remnants of rationahty in so far as they 
place legal limits on the soveieignty of the state The racial theory is 
dynamic • its function may be summarized as follows . 

(i) By denymg that states are subjects of international law, it denies 
the equahty of all states and allows differentiation among them (2) By 
denymg that states have sovereignty, it destroys the last element of 
rationality in international relations The spatial and functional limits 
mlierent in the notion of state sovereignty disappear (3) By proclaimmg 
the sovereignty of the race, it subjects all racial Germans, whatever their 
nationality, to the law of the Germamc race (4) By denymg that 
mtcrnational law exists among rival empires, it rejects any legal frontier 
to aggression, while at the same time it defends its own empire by a per- 
verted Monroe Doctrine (5) By applymg the term international law to 
the relations between the folk groups withm its empire, it destroys the last 
remnants of minority protection and mvests mmoiity oppression with the 
sanctity of mternational law 


g. The Scope and Character op the GRosaDEUxscHB Reich 

The ideology and structure of the grossdeutsche Retch are relatively easy 
to determine from the plans of National Socialism, but not the ultimate 
scope of the Reich It would be fatally vwong to assume that National 
Socialist leadership has pre-determined the final limit to German domina- 
tion over Europe or the eventual form of its empire The boundaries are 
bemg determined by the political situation, by mihtary success, by 
strategic motives, by economic considerations, which may or may not 
comcide 

An illustration will suffice— the work of Werner Daitz His name is 
unknown to the American pubhc, but he has great influence withm the 
National Socialist party, as well as with mdustry and banking. A chemist 
and engmeer by profession, Daitz^"* has always been closely connected 
with private mdustry, at present with the Possehl combme and the Blast 
Furnace Woiks, both in Lubeck He is one of the few men whose picture 
and biography had been published m 1934 as exerting decisive influence 
m the National Socialist party on economic questions He works closely 
with Kurt Weigelt, one of the managers of the Deutsche Bank, a member 
of the supervisory board for the German Asiatic Bank, of the German East 
African Corporation, and others, and a member of the colonial ofiBcc of 
the National Socialist party Daitz has been a member of the party 
leadership since 1931, as the deputy for economic questions and now in 
the foreign pohtical office of the party He is obviously a man whose 
theories reflect important elements at the top of the present German 
regime 
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Daitz’s plan for European organization is a synthesis of racism, geo- 
politics, and large-scale economics Thus, he holds that living space is 
deteimmed not merely by geographic but equally by racial considera- 
tions It serves to extend the European orbit of German domination to 
the utmost hrmt The key of the theory is his defimtion of ‘lacial kernel’ 
or ‘nuclear spaces’ 

The world of today is divided mto various racially determined living 
spaces ‘The basic law of a racial order of life’ is ‘that a race cannot 
abandon its original living space without more or less abandoning 
Itself’ This decisive original space is the racial kernel, or nuclear space 
Colonial and frontier spaces can never take its place Blood, soil, and 
law are the constituent elements of the new order, which reqmres the 
destruction of umversalism and its replacement by continental orders 
The future division of the world is expressed m the ‘fanfares of a racial 
Monroe Doctrme’, in the slogans Europe for the Europeans, America 
for the Amei leans, India for the Indians Whereas the European, the 
Japanese, and Indian Monroe Doctrines aie properly biological, the 
American is also imperialistic, because of its exclusively geographic chai- 
acter Just why that should be the case is never made clear in Daitz’s 
analysis It would seem much more reasonable to argue the reveise, that 
geographic limits are genuine and natural and are violated by biological 
considerations 

The definition of the European nuclear space is most revealing ‘Con- 
sidered as an indispensable nucleus space of the white race, Europe 
reaches from Gibraltar to the Urals and from the Noi th Cape to North 
Afnca Its natural supplementary and colonial spaces extend far 
into northern Asia to the Okhotsk and the Behring seas and far into Afiica 
to the south Italy and Russia are the doorkeepers of the white lace in 
the south and east, a position formerly held by Italy and England That 
regard for the whole of Europe alone induced the Leader to attempt to 
establish good relations with England 

Tlie obvious question then arises Who has the responsibility for this 
new huge spaced The answer is equally obvious ‘Germany is responsible 
not only foi itself but, because of its natural weight, for Europe and the 
European community of people ’ (This is Friedrich List’s idea with one 
important change — Germany replaces England ) ‘Under Adolf Hitler, 
the great Germanic Empire rises anew with its spatial political basis m 
the north Baltic sea space, its soldierly style of life, and its foreign political 
duty ’ By German political duty, Daitz means the establishment of a 
contmental policy The North and Baltic Sea spaces, the Mediterranean 
space led by Italy, and the Russian space jom into a umt for the 
‘strengthening of Europe’ By concluding the German-Soviet non- 
aggression pact, Russia has returned to Euiope 

This Intel estmg theory brings out three leading ideas Eui ope is a unit 
comprising the whole Euiopcan geographic area joining the African and 
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north Asiatic legiong The leadership of Europe belongs to Germany. 
Russia and Italy, so long as they play ball with Germany, may share in 
this task But should her allies disagree with Germany, then Germany Will 
naturally assume exclusive guardianship of the whole of Europe, together 
with Its supplemental y and colonial spaces 

Daitz’s thesis is the clearest expression of the scope of Germany’s 
ambitions It is as conciete as National Socialism can be Whether 
Germany will extend its grasp beyond the space he has defined wiU de- 
pend upon both strategic opportumties and the internal antagonisms 
within the new Reich 

At this tune it is also impossible to predict whcthei or not the forms of 
political rule which the National Sociahsts have worked out before and 
durmg the war will be retained afterwards The foUowmg political 
patterns in the relation between Germany and the rest of her empire can 
be distinguished 

1 Military rule is particularly characteristic of northern France and 
Belgium Power is vested m the military authorities In northern 
France they are set up in an hierarchical structure, Obirfeldkommandan- 
turen, Feldkommandanturen, and OrUkommandanturen, though the imhtary 
distmction between the first two was laigely abolished on i December 
1940 Each now admimsters a province, whereas the third is only a 
local mihtary agency National Socialist military administration far 
exceeds the scope of tiaditional mihtary occupation Its aim is to trans- 
form the structure and policies of the occupied territories so as to syn- 
chronize them with those of the Reich itself That is especially noticeable 
in the handlmg of the Jewish question (decree of 28 August 1930, estab- 
lishing a Jewish registry, requiring registration of Jewish pioperty, and 
levymg a special Jewish property tax), and in the close ties between 
German and Fiench business 

2 The second type is best represented by the Netherlands and Norway 
The highest authority in the Dutch territory is a federal comnussionei 
appomted under the Leader’s edict of 18 May 1940 The commissioner 
(Di Seyss-Inquart foi Holland, at present) exercises all constitutional 
functions of the king and his government He legislates, appoints, and 
dismisses, utilizing Dutch officials for the execution of his orders His 
immediate subordinates ate four German general commissioners, one for 
admimstration and judiciary (Dr Wimmer), one for security (S S. 
Leader Rauter), one for finance and economics (former minister Dr. 
Fischboeck), and one without poitfolio (S S Leadei Fritz Schmidt), who 
carries out the anti-Jewish and anti-Fieemason pohcies among other 
duties The general commissioners could be compared to cabmet 
mirasteis. The Leader’s edict retains Dutch law in so far as it is com- 
patible with German needs , in part it has been superseded by German 
law,* and, for political purposes, the German S S may be used wherever 
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needed The actual policy is one of a still closei incorporation of the 
Netheilands into the orbit of the German Reich 

The administration of Norway differs onlyshghtly When the attempt 
of Qpisling to form a Norwegian government failed because of lack of 
support not only from the Norwegian people but apparently also fiom 
the German military authorities, Hitler, by an edict of 20 April, installed 
the National Sociahst district leader Josef Terboven as federal commis- 
sioner He was faced with an already existing and popularly supported 
administrative council composed entirely of anti-Qpislmg Norwegians 
Terboven and Quisling first tried to institute a kind of mdirect rule where- 
by the Germans would merely assume the role of protector They asked 
the Stortmg to call a meeting to depose the king and elect a state council 
The whole effort was a failure Thereupon Terboven dissolved all the 
existing parties (25 Septembei 1940) and the old council of admimstra- 
tion, and appomted comimasioners, chosen exclusively from the ranks of 
the Quishng National Umon party, as directors of the thirteen govein- 
ment departments Accordmg to Terboven’s decree of 28 September 
1940, the department heads have absolute control over their divisions 
and are responsible only to the commissioner. They may issue and imple- 
ment administrative decisions that previously would have been pro- 
mulgated by the king, the Stortmg, or the council of state They arc the 
leaders of their departments m the German sense. The federal com- 
missioner himself IS, of course, the supreme legislator and administrator 
His commissariat is organized into three functional departments and 
eight regional offices. In addition, the German terroristic machmery has 
been introduced — not only the S S , which exercises the pohtical power 
m aU the occupied territories, but also the people’s courts By Septem- 
ber 1940, authoritarian control became almost complete from top to 
bottom, and the Germans boast of it.^^’ 

The difference between the imhtary and civil types of administration 
is considerable. The latter exercises a much stronger form of authoritar- 
ian control and is far more concerned with the complete synchromzation 
and assimilation of the whole of political and social hfe 
3 The Germans regard the protectorate of Bohemia-Moravia as the 
model for the eventual administrative system of the grossdeutsche Retch 
The type they have m mind rests on a perversion of Lord Lugard’s famous 
principle of ‘indirect rule’ . give the natives a semblance of independence 
but retain the key positions m the hands of the whites This principle 
works out badly enough m colomal countries, keeping the native popula- 
tion at a given social and economic level and preventing them fiom 
advancing When applied to a nation that m Europe is second only to the 
Germans in mdustrial efficiency, the result is stark tragedy The Germans 
have run into one serious difficulty Lugard’s foi mula can only be applied 
if at least one important section of the population is willing to run 
the government under outside tutelage In Czechoslovakia, the leadmg 
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industrialists and agrarians were always anti-demociatic and ready to sell 
themselves to the highest bidder They have co-operated very willmgly 
with the National Socialist regime, and the Germans were fortunate to 
find in Hacha a man weak enough to undertake the task of governing 
In no other country, however, has the attempt been successful Not even 
in Poland were the Germans able to find a pohtical group wilhng to act 
as their tool , that is a sure sign among other things that the scorned 
Wilsonian prmaple of self-determmation is deeply rooted in the con- 
sciousness of the people 

4 Colonial methods have been mtroduced m their worst form in 
Poland in the Generalgouvernement, as it is called by the Nazis.i^® Those 
portions of Poland that were formerly German were incorporated mto 
the Reich proper (9 October 1939, m force since 26 October) West 
Prussia, Poznan (later called Warteland), Upper Silesia, and the region 
of Zichenau m East Prussia. The rest has become a German colony, 
covering 100,000 square kilometres and includmg 10,000,000 people. 
The constitutional basis is the Leader’s edict of 1 a October 1939, creatmg 
the post of Generalgouverneur and appomtmg to the office Dr Hans Frank, 
mimster without portfoho and leader of the National Socialist lawyers’ 
union Occupied Poland is now merely an occupied territory, in lioth 
German theory and practice. The Polish state has ceased to eiost and the 
Generalgouwmmentis ‘a constitutionalstructure completely dissolved from 
the former Polish state’ The very name of the teiritory was changed 
in August 1940 from 'Generalgouvernment of the occupied Polish territory’ 
to simple ‘Generalgouvernement’ The territory is under German sovereignty, 
though not part of the grossdeutsche Reich In contrast to the Bohemian 
protectorate, the is considered a foreign country and is 

excluded from the German customs and currency area 

The admimstration, most recently fixed by decree of i6 March 1941, 
is earned on by the governor-general and a government that is an 
executive oigan as well as an advisory body The government is headed 
by a secretary of state and is divided mto two sections, the secretariat 
of eight officials (office of the go vemoi -general, of the government, of 
legislation, of price formation, of spatial order, of personnel, of manage- 
ment, and of archives), and twelve departments interior, finance, justice, 
economics, food and agriculture, forests, labour, propaganda, buildmg, 
railroads, and post 

In Its advisory capacity, the government is composed of the governor, 
the secretary of state, the directors of the currency bank and of the audit- 
ing office, the twelve departmental chiefe, the directorate of the state 
monopohes, and the chiefs of the order and security police. 

The colony is divided mto four districts headed by district chiefs 
(governors) Each region is in turn divided mto rural and urban umts. 
The police power is m the hands of a high S S leader directly respon- 
sible to the governor Within the lowci administrative ranks a special 
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police force lias been created (6 May 1940) of racial Germans between 
eighteen and forty years of age.^*® Until 31 July 1940 the governor was 
also head of the Four-Year Plan office for the area, thereafter he has 
utihzed the general framework of his admmistration to carry out the 
tasks of the Four-Year Plan He is assisted m that work by an economic 
council for the Generalgouvernement, which he also heads In addition, he 
he IS head of the council for the defence of the realm and leader of the 
party in the Generalgouvernement There is thus no Polish administration 
All that IS left to the Polish people is a ‘natural autonomy’, as Frank 
formulated it,!®'- without legal or constitutional rights The admmistra- 
hon of the 1148 cities and villages is, on paper, left to Poles, but it is 
subject to the discretion of the governor-general and is actually under 
German control 

A typical example of the colonial status of the teiritory is the decree 
of the governor-general on 13 September 1940, instituting a system of 
administrative penal law S S and police leaders have power to assess 
fines up to 1000 zlotys and impose terms up to 3 months The accused 
need not necessarily be heard Appeal can be made only if the sentence 
emanates from the lowest administrative chief All other officials are 
simultaneously prosecutors, judges, and executors, and there is no appeal 
from their decisions Authoritarian administration m Poland is thus 
thorough and complete, the status of the territory is that of a colony pure 
and simple, and there is no mdication that this territory will ever become 
a new independent or even semi-mdependent Poland 

The vanety of patterns m the pohtical orgamzaUon of the grossdeutsche 
Retch does not follow any predetermined plan, but reflects the different 
problems the conquerors have faced Every pattern is one of conquest, 
even m those states that, like Slovakia, Hungary, Bulgana, and Rumama, 
retam their legal independence Propaganda, economic penetration, 
corruption of the rulmg groups, fifth columns, and rmlitaiy intervention 
were all utilized The seed-bed had long been made feitile by the sharp 
racial and social antagonisms that prevented the growth of a strong 
democratic consciousness m eastern and south-eastern Euiope Small 
ruhng chques, often composed of absentee owners, needed dictatorship 
and outside assistance and they supported anyone who could pay better 
and ensure their rule The agrarian problem, particularly acute in these 
regions, had never been dealt with adequately Save m Czechoslovakia, 
minorities were handled with bayonets, not gloves The French and 
Bntish had made the fatal error of not basing their pohcies in eastern 
Europe upon the support of the masses and the minonties The way was 
therefore clear for German propaganda among the oppiessed sections 
of the population (The parallels with Latin Anaenca merit serious con- 
sideration ) 

The economic pattern of the giossdeutsche Reich is not so clear as its 
pohtical set-up. It is here that the lack of a rational conception of the 
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New Em ope becomes most apparent One wing of the National Social- 
ists insists that the German Reich proper must be the productive centre 
of Europe , that within this area the process of industnalization should 
be mtensified, that by becommg the sole producer for the whole of 
Europe, the Reich will raise the hvmg standards of its own people , that 
the surrounding countries should supply raw materials and labour hnd 
produce agricultural goods. The former Jugoslav mmister of agriculture, 
Otto von Franges, on the other hand, argues in a detailed discussion of 
the relation of south-eastern Euiope to the German Four-Year Plan, 
that the south-eastern countries are dangerously over-populated and 
must be industrialized The former Rumanian mmistcr of trade, 
M Manoilesco, had, in his book, Thione du protecttomsme et de VSchange 
international (Pans, 1929), insisted on the utihzation of protective tariffs 
for mdustnalizmg Rumania 

Franges represents a whole school of south-eastern European econ- 
omists Though they agree that by an mtensification of agricultural 
cultivation, the Danube states could readily supply Germany with most 
of Its wheat, com, wool, cattle, and vegetable oils, they insist on indus- 
tnahzation of the region as the central need As early as 1929, former 
Rumanian Minister of Trade Manoilesco argued, for example, that the 
Danube states should not export ores but only semi-refined or fuUy re- 
fined metals Obviously these economists wish to raise the living stan- 
dards of their own people, although m more recent years their demands 
have become rather moderate They now limit their programme to the 
establishment of mdustiies in which unskilled labour with low produc- 
tivity and with but little traimng can be set to work They even admit 
that although the mcorporation of the Danubian states into the large 
space might lead to further mdustriahzation, ‘no high expectations can 
be placed upon it’ 

The Heidelberg economist, Carl Brinkmann, rejects industrializa- 
tion He wants a solution like Friedrich List's economic theory, or 
Hamilton’s ‘American plan’, Napoleon’s contmental blockade faded, 
he argues, because Russia was not mcorporated in it and because the 
plan did not repay the effort The econormc structure of south-eastern 
Europe was based upon the exploitation of the ‘peasantry for unnatural 
experimentation m industrialization’, especially in Rumania On the 
other hand, Bnnkmann also rejects the notion of mono-cultural states 
With the sole function of supplying raw materials and foodstuffs for 
Germany He demands the highest amount of ‘autonomous industnal- 
izahon’ warranted by the specific character of each country Only ex- 
change of goods should be centralized withm the one large area of 
Middle Europe 

As a matter of fact, there is httle point m searching for discussion of 
the way the grossdeutsche Reich should be organized economically. The 
economic position of the conquered states will not be detenmned by a 



preconceived plan but by the inner dynamics of totalitarian monopoly 
capitalism Present German policies give no mdication of the future 
economic structure They are conditioned by the immediate reqmre- 
ments of warfare, and aim at the highest productivity of all those indus- 
tries that are essential for the prosecution of the war, while cuttmg down 
'on^otBumptioirorJuxury goods industries unless necessary for export 

The one feature common to all conquered territories is the treatment 
of Jewish busmess Apart from the many problems raised by the process 
of Aryamzation, which are solved m the same way as m Germany 
proper, the economy of the grossdeutscke Retch is devoted exclusively to 
supplymg the needs of the German Reich proper In nearly all the occu- 
pied terntones increasingly large numbers of workers are bemg sent mto 
the Reich, and thus compulsory or formally voluntary labour service has 
been mtroduced * Direct requisitiomng of goods and exploitation by 
exchange mampulation are an equally important method of utihzmg the 
occupied territories Wherever sale is resorted to, the rate of exchange 
for foreign currencies is fixed arbitrarily The protectorate is mcor- 
porated mto the currency umon of the grossdeutscke Retch, but Poland is 
not (currency decree of 15 November 1939 so German currency m 
the Generalgouvemement must be exchanged through the currency oflSce 
m Cracow. 

Two problems remain to be discussed the control of business m the 
occupied terntones and structural economic changes There is not the 
shghtest doubt that German business has acquired and extended its con- 
trol over foreign enterprises in the occupied areas German newspapers 
and periodicals conscientiously report the new acquisitions, but without 
indicating the methods used Four tcchmques stand out f One is the 
incorporation of foreign business into the German cartel structure In 
some cases, German cartel legislation, especially concernmg compulsory 
cartellization, has been mtroduced into the new territories (protectorate, 
10 January 1940) , elsewhere foreign firms have simply been joined 
to the Geiman cartels Smee aU the important cartels are quota cartels, 
this means that the production or sales quotas allocated to foreign plants 
are determined by the German majority On occasion, the German 
writers even admit that they have considerably strengthened their in- 
fluence in specific mdustnes through this device A foreign enterprise 
can be kdled m this way or blackmailed until it surrenders to its German 
competitors The final effect is an intensification of the process of mono- 
polization within Germany proper 

This steady Germanization of business is frequently referred to as 
‘simphfymg the structure of the combines’ A large and ever-mcreasmg 
number of foreign enterprises have found their way mto German com- 

* On the problem of foreign labour, see also p 279 

t On the Continental Oil Corporation, see pp 226-7, 291 On Geimaniza- 
tion, see also pp 151, 225 
150 



bines The Bohemian coal and iron industry has thus been consoli- 
dated. Banks have been merged Laige holdmgs of foreign, especially 
French, banks in south-eastern Europe have been taken over, often with 
the consent of the owners m return for a share in the victor’s spoils. 
Wliere that is not possible a very mgemous device has sometimes been 
used (This is the second techmque ) The Dutch Philips Bulb factory in 
Eindhoven, Holland, which contiols many German corporations, was 
and still seems to be inaccessible to German business The Germans 
proceeded to establish the Alldepht li m ited liabihty corporaPon, exclu- 
sively German, and then by law gave it a proxy for aU the shares m Ger- 
man corporaPons held by the Dutch Phihps group. As a result, the 
Dutch or other foreign owners were represented by a German corpora- 
tion m the meetmgs of the shareholders of the German corporations 
The dommating influence of the Dutch Phihps corporation has been 
effectively elmunated (One of the firms profitmg most from economic 
Germamzation m Austiia and protectorate is, of course, the Hermann 
Gormg Works ) Increasmgly (tto is the third techmque) Germans have 
been appomted tiustees for foreign property, such as over the world- 
famous Unilever combine in Holland or the Lorraine iron and steel 
works The fourth major techmque, the establishment of special cor- 
porations for the exploitation of conquered territory, will be discussed 
later * 

As for state property, clear reports are available only from Poland, 
State monopohes of alcohol, salt, tobacco, matches, mmeral oil, sugar, 
and lotteiies have been re-established and even extended, and the profits 
accrue to the conquerors The Generalgotmemment has established its 
own currency bank {Emustonsbank m Poland), directed by a governor 
responsible only to the governor-general of Poland Property owned by 
the former Pohsh state is distributed as spoils. A decree of 15 November 
1939 first attached all Polish state property, and on 24 September 1940 
It was transferred to the Generalgouvemement Smee the new adminisffa- 
tion IS not regarded as the successor to the Polish state, it refuses to 
assume any liability for obligations upon this property.®®’ A special cor- 
poration has been founded (Werke des Gmeralgotivernements, AG), with a 
capital of 1,000,000 zlotys, to admimstrate some portions of the former 
Polish state property Other portions aie administered directly by the 
governor-general, while still others have been leased to German private 
busmess And it is announced that ‘the subsequent transfer of one or 
the other work mto private property is not excluded’ ®®® 

We can therefore conclude definitely that busmess m the occupied 
territory has been largely acquired by German mdustriahsts, and that 
Germamzation, hke Aryamzation, has accelerated the process of con- 
centration of capital For the masses of the people m these territories, 
one problem is crucial WiU Germany carry on the process of mdus- 
* See pp 226-7 
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trialization, acceleiate, perfect, and rationalize industiy and thereby 
raise the standard of living, will it allow only such productive efforts as 
will supplement German production , or will it reveree the trend of in- 
dustrialization and throw the populations back to the level of a starving 
peasantry supplymg the needs of the master race’ The answers to these 
~gTlgSTiams-cannoiLbsLbased on the ideological pronouncements of National 
Socialism After all, doe^ot the^National Socialist ideology of ‘blood 
and soil’ envisage a country of peasants, while the urbanization of the 
German population has proceeded more rapidly under this slogan than 
evei before? 

The structure of the grossdeutsche Retch will be determined by the inner 
antagomsms of the German economy These inner antagomsms, in- 
heient m every capitalistic system, will become even more apparent in 
Germany and will be further complicated by the national antagomsms 
produced by the policy of the grossdeutsche Retch Germany will not be 
able to carry out the tremendous task of transforming a war economy 
into an economy of peace except by transforming conquered Europe mto 
a vast reservoir of man-power, of producers of foodstuffs and raw mater- 
ials The standard of living of the inhabitants will thereby be lowered 
in order to keep the German workmg class satisfied * Little can be 
learned from today’s experience Some industries have been dosed down^ 
chiefly those in diiect competition with German industry or producing 
only consumers’ goods Others have been rebuilt and expanded There 
IS no doubt that water-power wdl be fostered m Norway and oil pro- 
duction m Poland Roads aie being built These steps aie necessary 
for military efficiency We have no way of knowing if the Germans have 
cariied out a wholesale destruction of industrial enterpiises, though it 
would seem unhkely 

Should It be victorious, the grossdeutsche Retch will be based upon the 
most gigantic econoimc and political exploitation of all histoiy It wdl 
be impossible, at least for many decades, for a future German govern- 
ment to justify her influence in Middle Euiope Germany, as the most 
highly developed mdustrial machine in Europe, must, of course, play a 
decisive role m the European economic structure How Germany will be 
able to justify this claim after NaUonal Socialism has reduced mdhons to 
starvation is a question to which we cannot now foresee the answer Ex- 
ploitation — and nothing else — is the common denominator of all eco- 
- nomic, political, and social measures taken m the conquered teriitories 
Hitler, on 27 January 1932, in the speech which he delivered at Dussel- 
dorf before Western industrialists on Thyssen’s invitation, made this crys- 
tal clear ‘The white race’, so he said, ‘can maintain its position in prac- 
tice only if the differences in the livmg standaids in the world are re- 
tamed Give to our so-called export maikets the same living standaids 
that we have, and you will find that the preponderance of the white race, 
* See also p 269 
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which is expressed not only in the politictd might of the nation but also 
m the economic position of the individual, can no longer be retamed.’ 
The promise which Hitler held out to Western industry has been fulfilled 
to a degree which exceeds the expectations of probably the most aggres- 
sive industriahsts. 


VI 

THE THEORY OF RACIAL IMPERIALISM 
Up TO this point we have simply accepted imperialism as the most 
significant trend in German politics In fact, our whole analysis has 
centred on the pioblem of Germany’s expansion 

The imperial period confined its preparations for expansion to estab- 
lishing an army, navy, and a rehable bureaucracy, and to merging the 
interests of state, industnal, and agrarian leadership The working classes 
were excluded For a tune, their political and industnal organizations 
were suppressed, and when that experiment failed, their ideological isola- 
tion and their complete exclusion from public service kept them outside 
the state and the ruhng groups. 

I Democracy and Imperiausm 

The World War of 1914-18 saw the first attempt to incorporate the 
working classes into an impenahstic system The Social Democrats and 
the trade unions actively co-operated In doing so, they partly betrayed 
the principles of their party programme, but some of them honestly be- 
heved that the war was defensive and tW they would be able to carry 
out the socialist mission of overthrowing Tsarist Russia, thereby setting 
free the forces of revolution. But despite an imtial success, the attempt to 
mcorporate the masses ultimately failed The Independent Social Demo- 
cratic party and the Spartakus Bund grew at the expense of the Social 
Democrats and the trade unions The imperialist goal of German in- 
dustry became so clear that the problem of the peace aims could no 
longer be side-stepped At the end, the ternfic impact of the Wilsoman 
ideology completely shattered the ideological basis upon which Geiman 
imperialism rested 

The Weimar democracy — that is, the Social Democrats, Demociats, 
and Left-wing Cathohes — attempted to build a society that was not im- 
penalistic but was concerned with the internal reconstruction of Ger- 
many and its participation m the concert of western European powers 
This attempt also failed, because the three partners could not destroy the 
monster that lay withm the German economic system. In fact, instead 
of smashing the power of the industrial monopolists, they unwxUmgly 
strengthened it 
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The imperialistic sections of German society found in the National 
Socialist party the ally needed to provide the mass basis for imperialism. 
This does not mean that National Socialism is merely a subservient tool 
of German industry, but it does mean that with regard to impenahstic 
expansion, industry and party have identical aims 

But how can an aggressive imperialistic pohey be carried out today? 
Not withm the framework of a pohtical democracy General Ludendorff 
and J A. Hobson, the leadmg English authority on imperialism, are in 
complete agreement on this pomt ‘Peoples do not understand aggressive 
wars, but they have a very good understandmg of a fight for the prescr> 
vation of their own lives Neither a nation nor each mdividual 

within it will support the war to the utmost unless there is a sure convic- 
tion that the war is for the preservation of them hves ’ ^ For Hobson, 
the outstandmg phenomenon of our penod is that imperialism and demo- 
cracy have become incompatible ‘A pohtical democracy m which the 
interests and wiU of the whole people wield the powers of the whole state 
wdl actively oppose the whole process of imperialism Such a democracy 
has now learned the lesson that substantial economic equahty in mcome 
and ownership of property is essential to its operation The defence of 
capitalism is, therefore, bound up in every country with the destiuction 
or enfeeblement of the pubhc franchise and representative government ’ * 
History amply proves the truth of Ludendorflf’s and Hobson’s views The 
First World War is an excellent lUustration of this, as we have already 
indicated What httle democracy and few civil hberties still remamed m 
the Germany of 1914-18 were effective agents in promoting anh-im- 
periahst propaganda, a propaganda that was not imposed from above but 
sprang from the innermost feelings of the masses In Italy, the longmg 
for peace and the hatred of war have mcreased by leaps and bounds since 
the Abyssiman war of 1896 The history of American foreign relations 
also provides ample material The first attempt to annex Hawaii (16 
February 1893), undertaken by President Harrison, was a failure Then 
President Grover Cleveland withdrew the annexation treaty The 
second and successful attempt (16 April 1897) was carried out under 
great difficulties, although no sacrifice m blood or money was required. 
Once again, the primary justification of the acquisition was the old slogan 
of the white man’s burden The acquisition of the Philippmes m 1898 
was similarly hazardous Although ‘mnumerable voices now called for 
an assumption of the armoured imperial garb which European powers 
had just made the fashion’,® the opposition was so strong that it nearly 
prevailed 

The history of English imperialism shows similar developments It 
may be admitted that popular feelmg for imperialist acquisition can 
often be aroused Skilful propaganda, such as invasion scares of the kmd 
current during the Boer War in England, the coalescence of what Mr. 
Weinberg calls humamtariamsm and force, ‘ and concessions to the 
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masses, such as the extension of the franchise or material benefits, can 
for a time succeed m securing mass support But such a mass basis is 
never stable Opposition may arise and has always arisen. Besides, the 
impenalistic wars of the nmeteenth century did not require high sacrifices 
m blood and energy The Spamsh-Amcrican War is one example, and 
the Boer War another No imperialistic war m the nmeteenth and the 
beginnmg of the twentieth centuries required anythmg approaching the 
total mobihzation of man-power and productivity that have characterized 
the wars since 1914. None of them made it necessary to transform a 
nation into an armed camp, none completely changed social life, none 
revolutionized habits Still, it is possible, even within a liberal demo- 
cracy, so to mtensify nationalism by skdful propaganda and the granting 
of material benefits to the lower classes that the war actually appears as 
the outcome of spontaneous demands by the masses and not as the 
deliberate pohcy of a single group. 


a The Proletarian Folk against Plutocracies 

Throughout the history of modern impenahsm, imperialistic propa- 
ganda always tned two different approaches first, to present any war 
as a defensive one, as a fight for life , secondly, ideologically and organiza- 
tionally to mcorporate the masses into the war ‘ The white man’s bur- 
den, the mission of a people, mamfest destiny are examples of the second 
kind of approach • This kind has never been able to produce support for 
a large-scale aggressive war People will not voluntarily decide totally 
to orgamze themselves for imperialistic expansion when colossal sacrifices 
m blood and energy are required They must be compelled to do so. 
They must be orgamzed in such a way that they cannot resist They 
must be submitted to such propaganda that they do not express open 
resistance. Their democratic convictions must be uprooted and o&er 
ideologies must be implanted. 

Nor can such wars any longer be organized m the old framework of 
counter-revolution and absolutism, where only the war machme is cen- 
tralized and where it rehcs simply upon the dictatonal powers of the 
military command The war is a total one , no sphere of life remains un- 
touched. Every activity must be subordmatcd to it, the mdividual must 
become completely immersed, must become part and parcel of it. Such 
incorporation is particularly necessary because a society that has passed 
through the phase of large-scale democracy can no longer exclude the 
masses Organizational, ideological, and propagandistic patterns must 
be elaborated for this purpose The new ideology must be democratic, 
at least in appearance The rulers and the ruled must be represented as 
pursumg identical mterests, the mternal social antagonisms must be 
utilized and transformed into external aggression 
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The new National Socialist doctrine of a raaal proletarian impenalism 
IS the culmination of this method. This doctrme fuses two basic elements • 
hatred of England and hatred of Marx 
The essence of the theory is extremely simple Gennany and Italy are 
proletarian races, surrounded by a world of hostile plutocratic-capital- 
istic-Jewish democracies The war is thus a war of proletarianism against 
capitalism ‘This war is the war of the money power against labour and 
against the creative human bemg, the embodiment of labour Creative 
human bemgs must combme ‘For all awakening peoples who make 
labour the focus of their lives, the watchword must henceforth be 
workers of all lands, umte to smash the rule of English capitalism ’ 
With these words. Dr Robert Ley,’ head of the German labour front, 
initiated the new propaganda campaign that culminated in Hider’s 
speech of December 1940 This speech contrasted capitalistic liberty, 
namely the freedom ‘for everybody to grab for himself, fiee from state 
control’, with ‘the power of work’ T built up my entire economy on the 
basis of work Our German mark unbacked by gold is worth more than 
gold ’ The war is depicted as a war for a ‘world of co-operative labour’ 
against ‘selfishness . capitalism mdmdual and family privi- 
leges’, against ‘the accursed plutocracy, against those few dynastic farm- 
hes which administer the capitahstic market for the few hundred persons 
who, in the last analysis, direct those famihes ’ ® 

Accoidmg to National Socialism, capitahsm is a Jewish invention, 
hence, the opponents of National Socialism must be Jews. The Schwarze 
Korps, the organ of the S S , repudiated the whole National Socialist 
racial theory and declared that the English arc a nation of white Jews.* 
Scholars were at once set to work to prove that English cultme and 
civilization are predominantly Jewish One such scholar has devoted 
two large books to show how the Jews have conquered and how they rule 
England By completely pervertmg Max Weber’s thesis, he presents the 
Puritan revolution and the rise of Puritanism generally as the victory of 
ludaisra over Christianity For the purpose of anti-Enghsh propaganda, 
a special periodical against plutocracy and the incitement of peoples, 
called Die Aktion,^^ was launched m August 1940 
Racial proletarianism is the genume theory of National Socialism and 
Its most dangerous expression It is its most fallacious and yet most 
attractive doctrme Its fallaciousness is obvious If gold constitutes 
wedth, then Germany is indeed poor But National Socialism insists 
that gold IS not wealth, that all wealtli derives from the pioductivity of 
man If that is so, then Germany is the richest country m the world 
There is no doubt that the doctrine is attractive It exploits the hatred 
of England, a powerful motive m Germany, m many parts of the British 
Empire, and in many of the Latm-American counti les It exploits hatred 
of the Jews, aversion to capitalism, and, finally, utilizes Marxist phrase- 
ology and symbolism to an evei-mcreasmg extent It is clear that the very 
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purpose of the doctrine of racial proletananism is to entice the worhng 
classes This point requires further discussion 
The labour theory of value, the class struggle, and the classless society 
are the three categories basic to the development of Marxist theory m 
Germany However much revisionists and orthodox Marxists may have 
transformed or even abandoned Marxism, there is no doubt that from 
these three concepts spring the fundamental impetus of the Social Demo- 
cratic and Gommumst parties Marxist theory had spread through the 
masses It formed the focus of all political discussions between and 
withm the two parties Every tactical measure was argued in terms ot 
Marxist theory, and quotations from Marx and Engels were used in every 
discussion that touched fundamental problems No leading socialist 
dared to throw out the theory of the class struggle , no one dared deny 
the ultima Thule of a classless society Even collective bargaining was con- 
ceived as a form of the class struggle, and the participation of trade 
unionists in labour courts and arbitration bodies was hailed as the recog- 
mtion of that principle To a foreigner such discussions may seem ridicu- 
lous, dogmatic, and the cause of the so-called ‘immaturity’ of the German 
labour movement We do not mtend to argue this pomt. It is mdisput- 
able that Marxist theory and symbolism completely permeated the Social 
Democratic and Gommumst labour movements and moulded their char- 
acter, and it IS in this setting that the theory of proletarian ‘racism’ must 
be understood This theory is an attempt to eradicate Marxism by a pro- 
cess of transmutation. The complete collapse of the German labour 
movement, resulting in the destruction of the Social Democratic and 
Gommumst orgamzation, has facihtated this difficult task Whether the 
basic impetus has collapsed too is quite another question 
In the eyes of Social Democrats and Gommunists, the goal of a classless 
society and of a higher form of life is not achieved by the enslavement ot 
foreign nations, but by the transformation of the capitalist system and 
the destruction of oppressive bureaucracy To achieve such a goal re- 
quires supreme courage, willmgness to make sacrifices, patience, and 
intelligence, The struggle against one’s own ruhng class is, as history 
shows, much more strenuous than foreign wars, and international pro- 
letarian solidarity is acquired only in a long, arduous pohtical struggle 
But National Socialism offers the worker everything offered by Marxism, 
and without a class struggle National Socialism offers him a higher form 
of life, ‘the people’s commumty’, and the rule of labour over money. 
Without compelling him to fight agamst his own ruling class On the 
contrary, he is mvited to jom the ruhng classes, to share in their power, 
glory, and material benefits by being a part of a colossal machine. He 
need no longer be isolated or strive against the current He is not asked 
to show more courage and make moie sacrifices than anybody else On 
the contrary, Germany’s victory is his victory, the victory of labour over 
money, of the people’s community over class rule, of true freedom over 
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a liberty that was merely a cloak for exploitation. This doctrine has not 
been abandoned even after the attack on Russia 

Is the National Socialist ideology successfuP Has the theory of prole- 
tarian racism really permeated the ranks of labour^ Has it defimtely 
destioyed the belief in a democratic socialism or m commumsm? This 
IS the decisive question, for upon the answer to it depends the fate of 
Europe. Upon it also depend, to a great extent, the methods of psycho- 
logical warfare that must be used against Germany If every German, 
even every German worker, is a potential Hitler, if the masses stand 
sohdly beiund the Leader, if the people are muted behind the doctrine 
of racial proletarian imperialism, then Germany’s opponents can have 
but one war aim to destroy Germany, divide her, and keep her enslaved. 
For if this IS the case no attempt to drive a wedge between Hitler and the 
German people can be successful 

That, mdeed, is a view held by many, m particular by those foreign 
statesmen who did most to destroy German democracy and to support 
National Sociahsm in every international crisis It is these statesmen who 
wish to shift the responsibihty for the victory of National Socialism from 
their own foreign pohcy exclusively to the German people It is ti ue that 
this argument cannot be lightly dismissed And it is much more difficult 
to substantiate the contrary view that the German people do noi stand 
behind National Socialism Germany’s culture is now nothing but propa- 
ganda , public opimon m Germany is mampulated and controlled , and 
to express oppositional views would mean death or a concentration 
camp We have no direct means of ascertaming the real attitude of the 
German people, and wc must develop indirect methods We shall try to 
find out to what extent National Socialism has permeated the German 
people by analyzing the fimction of the new ideology in more detail, by 
discussing the origm of this type of social imperialism, by exanumng 
those social strata that are most responsible for German aggressive 
imperialism, and, finally, by mvestigating the character of National 
Socialist social orgamzation to see how far it is based on terror and how 
far on consent Much of this discussion will be found in the final chapter 


3 Pseudo-Marxist Elements in the Social Imperialist Theory 
The new National Socialist ideology is clearly a perversion of the 
Marxist ideology, aimed at ensnarmg the Marust working class I know 
of only one instance m which this incorporation of the Marxist workers 
IS explicitly admitted as the aim of the social pohcy, and that is in the 
‘Mecklenburg theses of the Umon of National Socialist Pastors’ (Pro- 
testant) of ag May 1933 The first thesis begins ‘Influenced by Marxism 
and having embraced National Socialism, our people no longei recog- 
nizes the old ecclesiastical forms ’ It is, therefore, impossible to retain 
these old forms , they have to be changed and adapted to this social 
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stratum This concern has resulted ini many different attempts, all of 
which have failed The ideology of proletarian racism is the new answer 
to this old challenge 

When we read the new ideological pronouncements, we might almost 
take them for Marxist analyses embellished with a touch of Spengler, 
MoeUer van den Bruck, and Rosenberg For example, an editorial m 
the Frankfurter Z^itung^"^ entitled ‘The Sinkmg World’, is, m fact, a 
Marxist criticism of Great Britain. Although, it says, there are nch 
people m Germany, ‘they have no say m affairs’, in contrast to England, 
which IS ‘the home of a decaymg bourgeois world’ ‘The bourgeois social 
system was essential for the destruction of feudalism,’ and thus had great 
histoncal merits, but it has outhvcd its usefulness ‘Withm this world . , 
a solemn roar could be heard for more than a century It grew ever louder, 
and the more one closed one’s ean, the louder and more menacing it 
became ’ It was the roar of the masses ‘hving without free hght and air’. 
The hberUes these masses had were ‘not even sufficient to give them 
work and daily bread’. 

‘The Bntish upper class secured its own position much more firmly 
and stubbornly m this so-called democracy . In England you 
find no trace of the new ideas . , . The labour party does not want 
to overthrow the bourgeois world ... In England, the capitalist 
world IS not menaced by any danger from withm The British are not 
against a great and powerful Germany because they are afraid that 
such a Germany would diminish England’s power They are against 
the . German ideas because they are afraid that their own world 
will collapse before them.’ 

This article is m the tradition of Marx, Engels, and Lenm, and is almost 
indistinguishable from well-known denunciations of the British soaal and 
pohtical system. It is constructed around a class analysis of British 
society, a society in which the ruhng classes use the outward forms of 
democracy for preserving their privileges, m which the Labour party has 
become a petty-bourgeois organization The whole system is in a process 
of decay, desperately fighting against the attraction that the new theory, 
the new economy, the new society exert upon the deceived masses of the 
Bntish people 

The part played by the Marxist labour theory of value in criticizing 
the Enghsh economic system is clearly illustrated m a speech by Dr. 
Dietrich, the federal press chief, entitled ‘The Spiritual Foundation of 
the New Europe’ ‘National Socialism has recognized that the best 
foundation of every currency is confidence m the leadership of the state 
and in the productive forces of the nation ’ German sociahsm, although 
It starts from the natural inequahty of man, demands that everyone 
should have an equal opportunity to nse in the social scale ‘Withm the 



finely spun web of the economic process and behind the veil of money/ 
National Socialism has discovered ‘the centre of economic power, 
namely, human labour as the all-aninaatmg basis , Within the maze 
of economic concepts, it has found the thread of Ariadne which leads 
our economic thought along the path to clarity productive labour It 
has dethroned the liberal dogma of the primacy of profits for the capi- 
talists and replaced it by the principle of national pioductivity ’ 

This statement, and a similar one made by Alfred Rosenberg at the 
opemng of the Party Institute for Jewish Research,* even echo the 
Mardist doctrine of the fetishistic character of bourgeois society It goes 
without saying that this analysis is not genuinely Marxist, but pseudo- 
Marxist It IS directed exclusively against money and disregards the 
fetishistic nature of the commodity But the phraseology is definitely 
shaped by the need for conquenng the Marxist masses to whom the 
terms would be famihar 

These examples may suffice We may, by way of contrast, show the 
adaptation and the transformation of Marxist slogans to meet the needs 
of national socialist pohey 

Marxist Form National Socialist Form 

Glass struggle Proletarian war against capitalistic 

Labour theory of value Money as the fetish of the nation’s 

productive power 

Classless society. People’s community 

The proletanat as the bearer of truth The German race as a proletanan 

race is the mcamanoa of morality 

The formulation of the new doctrine is thus in hne with the adoption 
of Marxist symbols, such as the red flag (although adorned with the 
swastika), the elevation of the Marxist May Day to a national hohday, 
and the acceptance of many proletanan songs, though with new texts. 
All this serves the same purpose to make the theory of racial impenahsm 
the ideological basis of a war of the German people against the surround- 
ing world, this war having as its object the attainment of a better life for 
the master race through reducing the vanquished states and their satel- 
htes to the level of colonial peoples 

4 Nationalist Forerunners op Social Imperialism 
The new doctrine was first fully developed by the Italian Enrico 
Corradini, the founder of the Nationalist party, which had the greatest 
influence upon Itahan Fascism The Nationalist party and its Blue Shirts 
were taken over en bloc by the Fascist party, which then changed its name 
to the National Fascist party The Nationahsts were only a small 
mmonty, but they had more highly tramed men than the Fascists, and 
* Of p io6 
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their theories weie accepted by the new party. Luigi Fedeizom, Alfredo 
Rocco, Scipio Sighele, R Forges-Davanzati all derive from the Nation.- 
ahst party Goriadinij a high-school teacher, developed the first con- 
sistent theory of a social imperialism based entirely on the mcorporatioa 
of the masses The theory is, in itself, a hodge-podge of various elements, 
especially of French ‘integral nationalism’ and of i evolutionary syndi- 
calism The argument is simple Italy is a great pioletarian country. 
Between Italy and the surioundmg states there is the same relation as 
between the woiking classes and the satiated bourgeoisie Italy is im- 
prisoned in the Mediterranean without industrial resources and without 
a colonial empire Her nationahsm must therefoie be social, and Corra- 
dmi even corned the term sonahsmo nazionale He went beyond the mere 
asseition of a need foi war and for heioism He incorpoiated into his 
own work the doctiines of Georges Sorcl and transformed them into 
means of ensnaimg the working classes The adaptation was not very 
difficult, since Sorel, the most brilhant and the most contiadictory ciitic 
of Manasm and hberatism, had never hidden his sympathies for Fiench 
‘integral nationalism’ and foi the Action /ranfatse Sorel beheved that 
the proletariat could only achieve its aims by violence, that is, by the 
general strike, the highest mamfestation of sohdarity For Gorradini, the 
highest expression of sohdanty is war Sorel maintained that the new 
classless society could be established only on the basis of the free incoi- 
poration of all producers in syndicates , for Gorradim the new order is 
one of corporations But whereas Sorel understood by pioducers only 
dependent woikers, for Coriadim, as for Fascism and National Socialism 
later, producers included everyone — employer and employee, master and 
sei-vant, jointly organized m a corporative system that would replace 
parliamentary democracy Gorradmi, therefore, was the first to advocate 
the marriage of nationalisna and revolutionary syndicalism, a marnage 
later consummated by Fascism 

It IS significant that the development of Goiradini’s doctnne took 
place between igog and igi2, culminatmg in the congress of the 
Nationahst party at Florence m igio It was a period of high tension 
between the contending great powers, maiked by the Morocco crisis, the 
Agadir incident, the Turkish-Itahan war of igi i, and the acquisition of 
Tnpoh m 1912 Shortly before the peace treaty in 1912, Italy introduced 
umversal, adult male fianchise The imperialistic ventuies of 1911 and 
1912 weie opposed by the populace It is characteristic that Antomo 
Labnola, a Sociahst leader with many syndicalist tendencies, defended 
the Libyan wai and considered the annexation of Tiipoh good business 
for the bourgeoisie and, m consequence, a boon to the Italian proletariat. 
But the Socialists opposed the wai even though their opposition was 
timid Spontaneous opposition was more powerful, Mussohm himself, 
then a rev olutionary Socialist, passionately attacked Gorradmi and the 
Nationalist party, denounced the national flag ‘as a rag to be planted on 
F (Behemoth) l6i 



a dung-hiU’,^* initiated a propaganda campaign against the Turkish- 
Italian war, and was sent to prison for a year, 

Coiradini’s theory is probably die first attempt to utilize the forces 
making for class struggle to develop an imperialistic socialism 
We have already mentioned the attempts made by Friedrich Naumann 
m his book, Middle Europe,* to stress the identity of capitalist and work- 
ing-class interests and the educational influence of the Social Democratic 
party and the trade umons We have also mentioned the unbroken Ime 
irom Friedrich List to Adolf Wagner, f But the most aiticulate German 
expression of tins theory of social imperialism can be found m the works 
of Oswald Spengler and Moeller van den Bnick We are not concerned 
■with'Spengler’s attitude towards National Sociahsm or with the National 
Socialists’ attitude towards Spengler These are, for the most part, acci- 
dental phenomena Spengler had a great influence on all German anti- 
democi atic movements and ideologies. Whatever eiqierts may say against 
his factual statements, his brilliance cannot be denied The Decline of the 
M'est contains observations that, like lightning flashes, illuminate the 
landscape and bring out new aspects we tend to oveilook in the mass of 
detail Wc do not intend to deal with Spengler’s philosophy of history, 
his morphblogy, or his cyclical theory, but with two problems formulated 
m hia political philosophy the emergence of caesaiism fiom the condi- 
tions of political democracy, and the need for imperialistic expansion m 
the form of a Prussian socialism. 

The emergence of a Caesar from the womb of democracy has been 
predicted time and again by French, German, and Spanish counter- 
revolutionaries This prophecy derives from a specific theory of human 
nature, according to which man is utterly corrupt, ignorant, wicked, and 
incapable of freedom 

‘The world moves at a great pace towards the constitution of a 
despotism, die most gigantic and the most destructive that men have 
ever seen The road is prepared for a gigantic, colossal, universal 
tyrant. Everything is prepaied for it Mark it well, there is no longer 
any moral or material resistance There is no longer any matenal re- 
sistance statesmen and rulers have abohshed frontiers and the electnc 
telegraph has abohshed distance There is no longer any moral resist- 
ance all spints are divided, all patriotism is dead It is a question of 
choosing between the dictatorship from below and dictatorship from 
above [God] I choose the one from above, because it comes from 
regions which are pure and more serene In the last resort, however, 
it IS a question of choosmg between the dictatorship of the dagger and 
that of the sabre I choose that of the sabre, because it is nobler ’ 

This was the future that Donoso Cortes, the Spanish Cadiohc counter- 
revolutionist, foresaw for humamty during the period of hberal revolu- 
* Seep iig -f Seep go. 



tions in Europe in 1848, H? did not believe in any hope for a rule irom 
above, namely, the rule of God The whole issue seemed to be between 
two kinds of dictatorships the military on the one hand and the dema- 
gogic from below on the otlier. He preferred military rule He thus 
stood in the tradition of Bonald and de Maistre, who, as a protest against 
the French Revolution, had also denounced hberalism and democracy 
as the carriers of Caesarism 

This IS also Spengler’s mood His philosophy of man is piofoundly 
pessimistic ‘Man is a beast of prey’. He ‘knows the mto-ncation of feel- 
ing when the knife pierces the flesh of the enemy, bringing to the tu- 
umphant senses wails and the odour of blood’ ““ Democracy bi eeda 
parties, and parties breed a party machine that controls and incorporates 
the masses and thereby gives rise to a new Caesar Popular franchise is 
a fake, the raoie it is extended, the less is die actual powei of the votei. 
It diereby plays into the hands of the caesaristic tendencies ivrthin the 
pohtical oigamzations Freedom of the press keeps man m submission. 
The press and the electric news services bully him by phrases and catch- 
wQii that pour out in an unendmg stream of propaganda. Spengler 
would subscribe to Lord Salisbury’s desenpOon of the English sensational 
press and extend it to the press m general, namely, that Hannsworth 
(Lord Northcliffe) ‘had mvented a paper for those who could read but 
not think and another for those who could see but not read’.®® ‘Three 
weeks of press work and the truth is acknowledged by everybody’ 
‘Tins IS the end of democracy ’®" In the first place, money destroyed 
democracy, its weapons of destruction being the political parties and 
universal fianchise, the very hbertics that it so highly esteems. With the 
destiuction of democracy begins the era of contendmg states, led and 
orgamzed by Caesars who completely contiol man ®® 

What IS the mternal structure of these contendmg states, especially of 
Geimany^ Tlie answer is given in Spengler’s most significant political 
work . Pntssiandom and Socialism?^ fiist published in igao The major con- 
cern of this book is once more the mcorporation of the Social Democratic 
party into Prussian socialism foi the purpose of imperialistic wars This 
IS done piimarily by 1 e-definmg socialism Sociahsm is freed from Marx- 
ism and identified with the Prussian tiadition of duty, authorits', and 
hieiarchy Sociahsm is not international, it is Gennan-Prussian It is 
not class struggle, but co-opeiation under tlie authority of the state No 
parties, no piofessional politicians, no periodic elections , economic oigan- 
ization in a hierarchic structme must be the order of society Only by 
discipline, hieiarchy, authoiity, and obedience can the workmg class be 
incorporated ®® Accoidmg to Spengler, caitels and syndicates betray the 
coming structui e of such an authoritaiian corporate state Once more it 
IS the antagonism between Germany and England that determines the 
pohey of the contendmg states In consequence, the question for Spengler 
is, ‘In the future shall trade rule the state, or shall the state rule traded’ 
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and the answer is ‘Prussianism and socialism stand jointly against the 
Influence of the Bntish spirit in Germany, against that philosophy of life 
which permeates our whole hfe as a people, paralyzes it and makes it 
souUess ’ This ‘socialism means power, power, and again power Plans 
and ideas are nothmg without power ’ 

This IS Spengler’s piogramme of social imperialism The kmd of 
sociahsm he had m mmd is very cleaily set forth in his numerous smaller 
essays ‘The Human Vermm’, that is, the labouring classes, should toil 
at least twelve hours a day, as under eaily capitalism Increases in 
wages and in taxes mean a plundeiing of the real productive forces 
The slave state depicted by Hilaire Belloc is the state advocated by 
Spengler. 

What are the ideals motivating this new era of Prussian state socialism, 
a sociahsm of wai and of impel lalism^ There are none ‘The age of 
theory is drawing to an end ’ Its place is taken by a ‘second rehgious- 
ness’,3“ which is the counterpart of the era of caesansm and which con- 
sists m the ‘unchained might of colossal facts’ 

This doctunc is a pagan positivism, and more than anything else m his 
book It leveals his complete break with the whole of Western civilization 
It IS significant that the Protestant critics of Spengler did not recognize 
the pagan character of his book, whereas the Catholics clearly saw and 
denounced it Except for the raaal theory, which he regarded as too 
crude, Spengler’s book contains nearly all the elements of the National 
Soaalist philosophy The contempt for man and for the masses, for cul- 
ture and intehect, the insistence on hierarchy and leadership, on disci- 
pline and obedience, the elevabon of the ‘producbve forces’ are as 
present in Spengler as m Ley or Hitler 

The very same endeavour, the ideological preparation for imperialistic 
war, IS operative in Moeller van den Biuck’s work Once again we 
cannot say with absolute certainty whether oi not Moellei van den Biuck 
was a forerunnei of National Socialism Alfred Rosenberg emphatically 
rejects this claim However, Rosenberg believes that the only genuine 
foremnneis of National Socialism weie Nietzsche and Richaid Wagner, 
Paul de Lagaide, and Houston Stewart Chamberlain He legards 
Moeller van den Biuck, m spite of some compliments he pays him, as a 
mere littimteur, and hia theory as bloodless and artificial His theory was 
also rejected because it was the philosophy of the Black Fiont (Strasser’s 
group) and of comervativc dubs that National Sociahsm took pains to 
destioy To be rejected by National Socialism redounds to van den 
Brack’s honoui, for he was indeed a bttirateur of high merit, translatoi of 
Flaubert and Dostoievski, and path-breaker foi modem Fiench novehsts 
and poets 

We cannot consider the whole of van den Brack’s theory We shall 
stress only two closely connected aspects of it hatred of England and 
social impenahsm The leitmotif of the Third Reich is Glemenceau’s ill- 
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famed statement that there are ao,ooo,ooo Germans too many in the 
world (p. 17) Geimany’s claims to expansion are developed around this 
statement There are a number of geopolitical formulations (p. 65), but 
they ai e not of basic importance The paramount question is a social one 
The whole book is one passionate attempt to divoice the German worker 
from Matx, to upioot the doctrine of class struggle, and to supplant it by 
that of war ‘Bcfoie the social problem can be solved for the classes, it 
must be solved for the nation’ (p 67) English and Fiench woikeis can 
live, whereas Germans and Russians cannot Neithei settlement pro- 
giamme nor emigration, nor Malthusianism nor class stiuggle, can solve 
the social question Settlement piogrammcs aie msufScient Neo-Mai- 
thusiamsm is unnatural because ‘nature has willed over-population’ 
(p 70) The Mai-xist paities have completely failed, but the idea of 
socialism is a leality Socialism must be national, not mternational, and 
must think m terms of foreign policy The class stiuggle must therefore 
be replaced by ‘world politics’ (p 188) Moeller van den Bruck draws 
the final inference from social impeiialism He is sympathetic to the doc- 
trine of national bolshevism as advocated by the Coinmumst paity m 
ceitam periods and by Otto Strassei’s Black Front This conservative 
revolutionary, who made the term ‘Third Reich’ popular, was diiven by 
a boundless nationalist passion He is the most articulate, most cultured, 
and most important representative of the doctrine that culminates m the 
theory of proletaiian racism 

The aim of the doctrine is clear, but there is still the question whether 
It IS successful Has it leally peimeated the bulk of Geiman society^ The 
answei will be made casiei by an analysis of those social strata that 
actively supported impeiiahst expansion 

5 German Imperiausm 

German imperialism enjoys the benefits of a late-comer * and of a 
have-not state It is this fact that gives German imperialism its eflSciency 
and Its brutality In countries like England, Holland, or France, which 
have outgrown the stage of mere investment and have passed on to 
colonial and protectoiate imperialism, internal anti-unperialistic trends 
have inevitably arisen Large-scale capital export creates a capitalistic 
stratum completely disinterested and ev'en hostile to further expansion, 
the stratum of the rentier group ^ The rentier, whose income is not de- 
rived from productive work and fiom busmess activities but from stocks 
and bonds, is not an aggressor On the contrary, he is an appcasci, who 
wants to keep what he possesses and who refuses to incur new risks The 
antagomsm between the rentier and the activistic imperialist has pervaded 
British foreign pohtics since the time of Joseph Chamberlain, and ended 
with the victory of the rentier under Balfoui, Baldwm, and Neville Gham- 



'berlain. This antagonism is shown very clcaily in Sir Austen Chamber- 
lain’s letteis Politics fiom Inside,*^ It is expressed m the conflict between 
the Tory Democrats and the old Conservatives. Disraeli and Joseph 
Ghambeilam may be called the foreiunners of social impeiiahsm They 
were demociatic imperialists, basmg the expansion of the empire on the 
W'oiking classes, to whom the fianchise and material benefits weie 
gianted , but ever smce Balfour, the rentier class has pressed forwaids 
wthiii the Gonsei vative party. It is no longei concerned with expansion , 
It detests risks The conflict between the Conservative paity became an 
open one with the issue of free trade against piotection While Joseph 
Ghamheilam clearly saw the impossibility of competing with expandmg 
Germany on the basis of free trade and wanted to create a wall of taiifis 
around the empiie, the rentier gioup lefused to undeitake an expeiiment 
that would have necessitated the complete reoiganization of English m- 
dustiial machinery mvolvmg full concentration and tiustification. Bal- 
four was finally oveithrown in igii, but Austen Ghambeilam did not 
succeed him Bonai Law became the leader of the party and the spokes- 
man of the rentier group Thus, the impenalistic group had lost the 
leadership withm the Conservative party as early as 1911 ; regamed it 
only duiing the Fust World Wai under Lloyd George withm a coalition 
government , and finally lost it again undei Baldwin and Neville Cham- 
berlain Germany was acutely aware of this conflict manifest m the 
Enghsh social structure and m English foreign policy. In all forms the 
German hatred of England assumes, whether derived from geopohtics or 
German imperialism, England is depicted as a decaying country, the 
countiy of a bouigeoisie no longer willing to expand which has violated 
the piimary law of life in a competitive society, the law that one must 
expand or die. 

Geimany’s rentier class was wiped out during the mflation The war 
had alieady destroyed foreign mvestments, the inflation wiped out 
domestic savings The annihilation of a prospeious middle class turned 
out to be the most powerful stimulus to aggiessive impeiialism, for it was 
the section of the middle class havmg but little to lose that whole- 
heartedly supported the drive by heavy industry for rearmament and 
for impel lalism 

The problems faced by German imperialism were different from those 
of Great Britam in still another respect British imperialism in the lune- 
teenth and early twentieth centuries was directed against colonial, semi- 
colonial, or weak powers ; and Great Biitain had its colomal wars fought 
primarily by native arrmes under British command Germany was faced 
with the world aheady divided among states possessmg laige armies or 
navies As no peaceful redistiibution could be achieved, as international 
cartels and the carving out of economic spheres of interest weie not 
suificient, only war remamed The first attempt was 1914, 1939 the 
second But Germany fully learned tlie lessons of 1 9 14, that the prepara- 



tion for wkt haa to begin in peace, that war and peace aie no longer two 
different categoiies, but two expressions of one and tlie same pheno- 
menon, the phenomenon of expansion The domestic stnictui e of society 
must be transformed in order fully to utilize all the productive forces of 
society for war In particulai, labour must be mcoiporated, must be- 
come part and parcel of the totahtanan structure Material benefits, 
tenor, and propaganda must uproot any pacifist or socialist convictions. 

There exist two basic types of imperialism, popularly known as ‘haves’ 
and ‘have-nots’. Each of these must be subdivided Each is different in 
Its ideology, techmque, and aim The following diagram will facilitate 
an understanding of these types, which, however, do not mean tliat a 
‘have’ state must eternally remain satiated It can, under certain con- 
ditions, turn into an aggressor, but will then, today, mevitably become 
fascist 

Imperialism of Satiated Powers 
PURE ECONOMIC imperialism: 

Trade (Commercial) Imperialism — ^free trade — ^universal international 
law — competitive structure of economy — no changes m the domestic 
pohtical system — letention of independence by the object of expan- 
sion combined with ceitam rights for the imperialist powers, trading 
zones, port piivileges, etc 

Investment imperialism — ^protective tanffs — beginnings of regionalism 
(spheres of interest) — ^monopolization and trustification — no changes 
m the domestic political system — ^independence of the desired terri- 
tory economically undermmed 

POLmCAL-ECONOMIG IMPERIALISM . 

Colonial Imperialism — attempted ideological incorporation of the masses 
(‘demociatic’ impenahsm Disraeh, Joseph Chamberlain, Italy in 
1912) but no change in the domestic system— mcorporation of the 
needed temtory mto the imperialist power with colomal status. 

Protectorate Imperialism attempted ideological incorporation of the 
masses (white man’s buiden, etc ) — ^monopolization and ti-ustilica- 
tion — capital export — ^political protection of investments by curtail- 
ing the independence of the subdued state 

Imperlalibm of the ‘Have-Nots’ 

‘social’- imperialism 

Continental Imperialism — ideological and organizational incorporation 
of the masses — autarky — highest stage of monpohzation and trusti- 
fication — ^new Monroe Doctrme — transformation of subdued states 
(civihzed) mto colonics. 
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World Imperialism — ^ideological and organizational incorporation of the 
ma-ises — the continent as the kernel — ^proletanan rficism as the 
ideology and the lever for world imperialism 

Our contention is that Germany’s impeiialism is primaiily the pohcy 
of Its industrial leadei-ship, fully supported by the National Socialist 
party, that the other classes merely follow that leadership, oi even 
resist It Tins contention must be proved Such proof can only be given 
by showing the historical growth of impeiialism m Germany, by analyz- 
ing the attitudes of the various classes of society towards aggiessive war 
Such an analysis will in tmn strengthen our contention that impeiiahstic 
war 13 the outcome of the internal antagomsms of the German economy. 

As a key to the attitude of the German people towaids wai, we may 
use their behaviour towaids Great Biitain We have already stressed 
the fact that hatred of England is present in aU doctrines that enter into 
the National Socialist ideology Neithei Friedrich List’s desire for alhance 
with Great Bntam, noi Adolf Hitler’s hope foi collaboration with Great 
Britain as expiessed m his autobiogiaphy changes our view. This collab- 
oration was demanded primarily on the assumption that England is still 
a world power of enoimous strength and that it is bettei joindy to exploit 
the world than to risk a war against England 

The configuration of the hatied of England witlnn German society 
shows a curious picture, which was for the first time laid bare by the late, 
extremely gifted, Gennan historian, Eckait Kehr In German society, 
England was the object of both veneration and hatred The conservative 
agranans, primanly concerned with securmg protection for their gram 
production, had no economic objections to the bulk of British trade and 
industry They weie merely out to preserve the German economic stme- 
ture so as to retam their socio-economic and political influence They did 
not strive for world dommation but for protection and security PoUti- 
caUy, however, England appeared to the conservative agiarians as the 
incarnation of evil, that is, of parhamentary democracy and um\ersal 
franchise England lepresented that type of government that was most 
opposed to tlie conservative form of hfe 

The attitude of the conservative agranans towards Russia was just the 
opposite In the latter part of the nmeteenth century, Russia appeared 
increasmgly as the competitor of Germany’s agrarian pioduction, and 
thus became to the agrarians the object of economic hatred But politi- 
cally, Russia appeared to the conservatives as the ideal Its absolutism 
was venerated and admired 

The attitude of German industry was diametrically opposed to that of 
the conservative agranans England was the feared and hated competi- 
tor, arousing all the resentment that a ‘have not’ feels agamst a ‘have’ 
At the same time, German mdusti-y adnuied Enghsh constitutiDijalism, 
which ever since Montesquieu had been the model according to which all 
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liberal movements m Europe moulded their pohcies. German mdustry, 
on the other hand, lilced cheap imports of foodstuffs and gram from 
Russia, since cheap imports would prevent the raising of Wages It de- 
spised the Russian absolutistic system Graphically presented, the picture 
looks hke this 

Liberals (mdustry)— politically against Russia, economically against 
England 

Conservatives (agrarians) — econotmcally against Russia, politically 
against England 

But instead of the ‘hatred of England’ and the ‘veneration of England’ 
cancelling each other, the political aversion of the agrarians and the 
economic resentment of the industrialists merged into one all-compre- 
hensive and decisive ‘hatred of England’ 

The occasion for this mciger was Tirpitz’s naval-buildmg programme. 

The Conservative agrarians were never very much in favour of the 
Tirpitz naval-building programme. So much is clear after the perusal 
of the two large volumes of memoirs by Count Westarp/* for many years 
leader of the Conservative party. This is never explicitly stated, for the 
book wtis published in 1935 under the National Socialist regime On the 
contrary, admiration for Tirpitz is frequently expressed Nevertheless, 
Count Westarp clearly distmguished Conservative policy from the pohcies 
pursued by the National Liberals and the Pan-German League Accord- 
ing to Westarp, the Pan-Geiman League, about which we shall have to 
say a few woids later, represents western Germany, free conservatives, 
and national liberahsm, but not the Conservative policy Westarp re- 
jects, for instance, the pohey of the Pan-Germans during the Moiocco 
cnsis of 191 1, takes pains to keep aloof fiom what he calls the ‘Utopian 
war aims’ of tire Pan-Germans from 1914 to 1918, and constantly 
stresses the national liberal influence on the pohey of aggressive im- 
perialism and annexation ** Throughout his memoirs, this true Con- 
servative reveals a considerable dislike of the National Liberal party, the 
out-and-out annexationists, though for obvious reasons he does not dare 
openly to attack them, especially because, after 1900, conservatives and 
liberals 1 cached an understanding 

It 13, indeed, the most striking phenomenon of Germany’s history that 
the industiial bourgeoisie, unable or luiwilhng to fight for parhamcnlary 
demociacy and submitting to the semi-absolutistic system of the empire, 
directed all their pohtical energy towards an aggressive imperialism. 
German pohtical liberalism was never mild and humamtanan, it was 
aggressive and brutal — even if the form seemed democratic As early as 
the bourgeois revolution of 1848, Pan-German and annexationist pro- 
gi-ammes and ideas become fully apparent. Georg Herwegh, a genuine 
demociatic leader of 1848, and a poet of considerable distmction, wrote 



a- poem in 1844, m which he expressed the dream of a German navy as 
the bearer of Germany’s greatness ‘Und m die Furchen die Kolumb 
gezogen, geht Deutschland’s Zukunft auf’ (Germany’s future takes the 
comae plotted by Columbus) The wide freedom won by this navy 
wiO, so he maintains, hberate Germany from England’s ‘grocer spirit’. ““ 
Alfred Vagts,*t jug keen sense of the social basis of foreign pohey, 
has drawn our attention to two such famous libeials Vatnhagen von 
Ense in 1836 expressed his hope for the incorporation of HoUand into 
Germany, and as early as 1S48 formulated an outhne of a democratic 
or social imperialism ‘It may come to pass that we shall demand Alsace 
and Lorraine from France, the Baltic countries fiom Russia Such things 
Black-Red-Gold can do Up to now, this has just been a beginning.’ 
Vagts also reports that m 1861 a liberal and a creator of Prussian pubhc 
opinion advocated an aggressive pohey towards France and Denmaik 
‘Only m the field of facts and deeds can the German question be solved, 
and only our absolutist inactivity and our endless gabbhng [sic] have 
failed to do so’ In 1914 Franz von Liszt, outstanding criminologist 
and international lawyer, demanded the mcoiporation of the Scandi- 
navian coun tiles and of Turkey within the German orbit 

In his well-known pamphlet Handler und Helden (Traders and Heroes, 
Munich and Leipzig, 1915), Werner Sombart contrasted the commercial 
and utilitaiian spuit of the English to German heroism England’s spirit 
IS that of the trader whose attitude towards lifij is summed up in the 
question • ‘What can hfe give me’’ (p 15). English soaety is plutocratic ; 
English morality is characterized by Bentham’s ‘hundsgemme' (vile) 
maxims (p 19) ; the English state is nothmg but a giant commercial 
enterprise In contrast, Germany has a mission to fulfil she has to spread 
the German heioic spirit, the German idea of the state. 

Ever since its foimdation m 1866, German national hberahsm has 
advocated an army and navy, expansion, and colonial acquisition The 
fight that Eugen Richter, as the representative of the Left Liberals, under- 
took against army expansion was unsuccessful even withm his own pai ty, 
especially because Richter’s hostihty was piunanly based on fiscal 
reasons From 1893 on, German liberalism has never actively fought 
against the expansion of the German military machine 

In the field of naval construction, German liberalism was even the 
origmator This aspect of the history of German liberalism and of the 
whole problem of the social bases of German naval policy is admirably 
presented by Eckart Kehr m a book that is indispensable to an under- 
standing of German imperialism It proves convincingly that the stimulus 
to naval construction came from the industrial bourgeoisie, and not from 
the crown, the civil service, or the Conservative party The National 
Liberal party, as the party of the mdustiial bourgeoisie, gradually aban- 
doned hberahsm, which was still fully evident m the programme of 
12 June 1867, ^tid concentrated piimarily on rmhtary and naval re- 
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armament 5“ But perhaps even moie characteristic are those men who 
weie considered the true representatives of Gexman liberahsm: Theodor 
Barth, Max Weber, and Gerhait von Schulze-Giivermtz. They repre« 
sented demociatic liberahsm in its hopes of breaking down the pnvileges- 
of the conservative agrarians by supporting a navy and advocating an 
imperialistic foi eign pohcy Emil Rathenau, father of Walther Rathenau, 
founder of the General Electric Corporation, as well as Georg von 
Siemens, Ins gieat competitor, both belonged to that group. 

These trends merged or culminated m the Pan-German League 
founded in 1890 (actually bearing that name since 1894) This league 
■was the direct result of Germany’s colonial pohcy and the direct ideo- 
logical forerunner of the National Soaalist party Of all the patriotic 
associations set up in imperial Germany, the Pan-Geiman League wa& 
undoubtedly the most aggressive and the most repulsive Although never 
strong numerically, it had an extraordmary propaganda apparatus, con- 
tinually agitating for land and sea rearmament, foi colonial expansion, 
and for an aggressive anti-English pohcy. The League never hesitated 
to attack the monarchy when the foreign policy of Wilhelm II did not 
fit uito its plans It utdizcd Anti-Semitism whenever and wherever this 
appeared necessary. During the First World War it was, of course, the 
most radical aimexationist group The pohtical affiliations of the mem- 
bcis of the League aie extraordmanly mterestmg 

47 pel cent of the members belonged to the NaUonal Liberal party 
15 per cent to the Conservative party 

15 per cent to the Deutsch Soziale and Reform party (violently Anti- 
Semitic) 

14 per cent to the Reickspartn 

9 per cent to the wtruihaftliche Vernmgmg (Anti-Semitic agianans). 

Included among the members of tlie League were such illustrious 
German national hberals as A Bassermann, Heinze, and Gustav Strese- 
mann The two leaders of the League both came from the hbeial camp. 
The League closely collaboiated with all tlie other patriotic organiza- 
tions, such as the Navy League, the Colonial League, the Society for 
Geimans Abroad, the National Secuiity League {Wehivcum) , the Society 
of Geiman Students, and so on The statistics of the social composition 
of the group aie not veiy reveahng In 1914, for uistance, 24 per cent 
belonged to the teaching profession, 31 per cent weie busincss-men, 
12 per cent were officials, 0 per cent were physicians , and the business- 
men came primaiily from small and medium-sized busmesses. The con- 
clusion that ‘there seems to have been no connection before the %var be- 
tween big business and the Pan-German League either financially or m 
membership’ may be correct But this does not teU the whole truth, 
for there is not the shghtest doubt that the League’s piopaganda served 



the interests of big business, whatever may have been the motives of the 
other members of the League 6® 

The internal connection between naval propaganda and the needs of 
German business was clearly estabhshed in a resolution of the national 
bberal youth movement in 1902, that is, immediately after the passing 
of the new naval constiuction bill. ‘Even aftei the implementation of the 
last naval building piogramme, the Geiman navy does not seem com- 
mensurate with the impoitance of German shipping and does not seem 
adequate foi a powerful, independent, foreign policy ’ 

At no time was the aggressive pait played by the industrial leadeiship 
— so reluctantly accepted by the agiarians — clearer than between 1900 
and 190a, on the occasion of the adoption of the Tupitz naval pio- 
gramme Tirpitz himself, with masterly clarity, stated the aims of a 
German navy m his famous memorandum of 16 June 1894 ‘The stai ting 
point for the development of a fleet must be the maiitime interests of the 
nation . A state which has maiitimc or world mterests 
must be able to . . give expi ession to them and must be able to make 
Its power felt witliin its temtorial waters Rational world trade, 
world mdustry, to a ccitam extent deep-sea fishing, world communica- 
tions, and colonies, are impossible without a fleet capable of assuming 
the offensive ’ And in his memoirs he adds, ‘The navy never seemed to 
me to be an end m itself, but always a function of these maritime interests 
Without sea power Germany’s position m the woild resembled that of a 
mollusc without a shell ’ Here the role of the navy as the guardian of 
German commarce and as an instiument of offensive, that is, of aggres- 
sion, IS clearly stated, and it is characteristic that m order to achieve such 
an aim, Tupitz always supported Wilhelm’s continental alliance, an 
alhance with Russia, so as to have Germany’s eastern flank free against 
England For his purpose Tirpitz never hesitated to utilize all available 
piopagandist machineiyq®® to collaborate with all existing patnotic 
orgamzations, and even to set up a propaganda agency of his own In 
ordei to foster navy-mindedness, the Naval Society was founded in 1898 
It was the creation of Tirpitz and of the two most powerful armament 
manufacturers, von Stumm-Halberg, who owned the newspaper Die 
Fost, and Kxupp, who owned the newspaper Meueste Nachnehten After 
some propagandist preparation, mdustry opened the campaign foi a new 
naval expansion (1899), fully supported by Tirpitz The promoteis, too, 
beheved that the naval bill was an excellent outlet foi the deep resent- 
ment aroused by the government’s unsuccessful policy of oppression 
against the Social Democratic party This fiist propagandist campaign, 
initiated by Stumm’s Tost and backetl by the patriotic gioups, petered 
out It was taken up a second time when, in his famous speech of 18 
October i8gg, die empeioi publicly demanded a strong fleet The two 
newspapers we have mentioned at once reopened the campaign for a 
strong fleet, with the result that the first diaft of a new naval bill was 
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published. So strong, so open became the relation between patnotism 
and big business that many honest nationalists, especially Berhn univer- 
sity professors, began to attack this miscegenation Yet in spite of this 
denunciation, industry held fast to its programme In a meeting of the 
central union of German industry on 13 February igoo, the resolution 
to go on with the programme was openly proclaimed and the only change 
made was to substitute a patriotic ideology for the busmess theory 

Yet It was just this naval bill that threatened to overthrow Miquel’s 
concentration policy, the umon between industry and the agrarians The 
conservative agrarians attacked the bill, trying to induce the Catholic 
Centre to vote against it The agrarian organization, the Bund dei Land- 
wirle, remained if not openly hostile, at least extiemely sceptical The 
naval bill was finally passed as a result of a shameless baigam between 
industry and the agraiians On 1 May 1900, the naval bill and the grain 
tariffs were interlocked, and Miqucl’s policy of concentiation tixumphcd 
‘To industry, the fleet, world politics, and expansion, to the agrarians, 
tariffs, the mamtenance of the social supremacy of the conservatives , and 
as a consequence of this settlement, to the Centre paity, political hege- 
mony.’ Theodor Mommsen, the great hbeial historian, denounced 
this bargain as the ‘umon of Junkerdom and Chaplamocracy’ (rule of 
Catholic priests),*’ and even Adolph Wagner, himself a convinced im- 
perialist, lashed out at the meigei of patnotism and business, attaebng 
the boundless greed for profits ““ 

Just at this period the expansioiusts recognized the need foi incor- 
poiating the masses and letting them shaic in this huge business venture 
For this puipose, the economist Ernst von Halle, a hirelmg of the naval 
ministry, appointed to issue propaganda on behalf of the naval pro- 
gramme, foimulated the social imperialistic policy in the followmg 
words . Gennany ‘can successfully undcitakc political competition with 
other nations only if she leally has behind her the support of the great 
masses’. Such support can only be secured by a progressive social policy. 
The primacy of foreign pohey must therefore determine social reform 
‘If we do not succeed in meigmg social reform policy and world policy 
into a highei unity, the German people of the future will no longer pos- 
sess the right of self-determination in its domestic and in its foreign 
pohey, but will have them deteimined by other, foieign nations ’ 

The highei unity into which social refoim and woild pohtics merged 
was National Sociahsm, and it is iiomcal that this decisive formulation 
of the National Socialist ideology emanates fiom Ernst von HaUe, who 
was bom with the name of Levy 

We may thus say that while expansion into the spheie of British in- 
fluence was demanded by German industry and the Liberal party, the 
Conservatives and Cathohes, though at first reluctant, ultimately sub- 
scribed to It as a part of the baigain that secured their social and political 
power 



It was during the elections of 1907 that the extent to which im- 
peiiaKstic ambitions had permeated the German people became mani- 
fest. The parliament of 1906 had been dissolved by Chancellor von 
Biilow, because his colomal pohcy had been attacked by the Catholic 
Centre and the Social Democratic parties, who sharply criticized the 
mihtary rule m German south-west Africa and the couuption of the 
colonial policy, especially through monopolistic contiacts The govern- 
ment and Its paity went to the poll with a slogan that this election must 
determine ‘whether Geimany is capable of developing fiom a Euiopean 
power into a world power’ The gospel of impenahsm was preached by 
the colomal secretary, Dei nburg-— significantly enough a banker and a 
libeial — by the whole hberal movement, by the many nationalistic 
leagues, and, last but not least, by the central league of German indus- 
trialists. But the election campaign also developed into a bittei fight 
against Catholicism and Socialism This countei -attack on the Ccntie 
party soon had its desired effect The party became frightened into con- 
tinually asserting its nationahstic, patriotic, and even imperialistic aims, 
and restricted its ovin attack to the abuses in the Geiman colomal ad- 
ministration The elections of 1 907 resulted in a defeat for Socialism but 
not for the Catholic Gentic, and m the victoiy of all the impcualislic 
parties The Socialists, though losing but few votes, lost about half 
their deputies The Libeial-Gonservativc block began to lule, and the 
Centre party, as a consequence of the elections, shifted moic and moie 
to the right and practically displaced its radical leadeiship. 

The attitude of the bourgeois parties 13, therefore, clear : they either 
strove for, or at least supported the imperialist leadeiship of the industrial 
groups. 


6. The Social Democrats and Imperialism 
But there is still the important question whethei woild politics and 
social refoi m merged into a ‘highei unity’, as von Halle demanded It was 
precisely over the issue of imperialism that there was dissension withm 
Socialist theory and withm the Socialist movement It was over this 
problem that a section of the revisionists within the Social Democratic 
party attacked orthodox Marxism, it was piimarily over this issue that 
Lemn attacked all social democratic movements throughout the woild. 
The attitude of the woiking classes towards imperialism not only was 
the paramount pohtical question, but the Social Demociats weie con- 
scious of the fact, Formulatmg the issue in a very crude way, the question 
was really whethei the German worker should actively support, oi at 
least tolerate, Gei many’s expansion in older to share in the matenal 
benefits that might possibly be derived from it 

“ Tile elections of 1907 gave rise to an ovei -production of articles, 
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pamphlets, speeches, and debates on imperialism and colomalism, and 
all leadmg^ Social Democrats participated in the debates. The conflict 
came to the fore at the international socialist confeience at Stuttgart in 
1907 and at the Social Democratic party congress at Essen in die same 
yeai Three trends emerged m this discussion tlie levisiomst, the anti- 
impcrialist-oithodox, and the sociahimpeiialist Parvus, a leading 
orthodox Marxist who became one of the chief social imperialists during 
the First Woild War, had attacked colomalism during the election cam- 
paign and republished his pamphlet aftei the defeat in 1907.’® His 
pamphlet 13 remarkable in many respects in its denial that monopoliza- 
tion and cartelhzation automatically further the mteiests of the workmg 
classes , it? insistence that colomes, fai fiom laising the standard of living 
of the German woikei, would on the contrary leduce it, and its analysis 
of the Gciinan ruling groups, which he even then depicted as composed 
of cartel leaders, banlv directors, and high state officials. He was sup- 
ported in his criticism by Rudolf Hilfcrding, the leading party theorist.’® 
Colonialism, foi Hilfcrding, was the necessary outcome of capitalism, 
Though the late of piofit in German industiy was. then very high because 
of cai tellization and piotcctive tariffs, he ai gued it was tloreatened by over- 
accumulation In consequence, German industiy had to expand beyond 
Germany’s frontiers. Foi Germany as a late-comer this expansion was 
difficult to achieve Four such previous attempts, m Brazil, East Asia, 
Morocco, and Tuikey, had been frusttated But German industry 
would not hesitate to repeat the attempt It would, foi this purpose, 
strengthen its domestic domination It had already succeeded, or was on 
the point of doing so, in vianning the conseivativc agrarians, the Catholic 
Gentle, and the whole liberal movement, and would finally organize the 
whole of public opinion If it succeeded in this task, it would turn against 
the proletariat, for in contrast to England, German imperialism was rc- 
actionaiy and ‘must be reactionary, because the resistance of the working 
classes is already too great’ (p 163) 

That, however, was not the view of the whole party ” While the 
party’s official scientific periodical, Du neue mainly expiessed the 
view of the orthodox section, the Soziabstische Monatshefte, edited by Josef 
Bloch, was the oigan of the social imperialists and of the gioup that de- 
manded a continental oiientation of Germany against England Tins 
gioup abandoned the attack on capitalism, and tried instead to get as 
much as possible for the worker But this revisionist attitude split into 
two separate wings. The first, led by the theoietical spokesman Eduard 
Bernstein,’® sought to shift the social basis of the Social Demociatic 
movement by including in it the lowei middle class, represented by left 
liberals, and worked to promote a umon of these two groups. It therefore 
tried to incorporate mto the Social Democratic movement those strata of 
society that suffered most, perhaps even more than the worker, from the 
monopolistic structuie of Society In consequence, Bernstein became the 



leadei of the pacifist group within the Social Demociatic party, going 
ovei duimg the war to the anti-war Independent Social Democratic 
party 

The other wing, however, was defimtely ‘social imperiahstic’, and \vc 
use here the term m its original meamng, of an imperialistic policy desired 
by and foi the woilung classes This group despised the left liberals and 
the petty bourgeoisie, and sought an alliance with the captains of in- 
dustry It fuUy accepted colonial expansion as a boon foi the working 
classes, expectmg rismg wages and a quickening of the natural hfe of 
capitalism, which would hasten the coming of sociahsm 

At the two congi esses it became clear that the adamant hostility of the 
German delegations to colonialism had lessened, and view swore expressed 
tliat distinguished between good and bad, human and inhuman im- 
perialist policies The enraged oithodox majority pomted out what was 
perfectly true, that the German delegation to the mlernational congi ess 
consisted mostly of trade-union delegates who were more susceptible to 
social impeiialist ideas than was the party leadership and membership 
Nevertheless, even among the orthodox pai ty leaders, unconditional re- 
jection gave way to conditional lejection 

It was diumg the First World War that the social imperialist tendencies 
Within the Social Democratic party became particularly viiulenl The 
classic expiession of this tiend is Hcimith Cunow’s book, Is the Party 
Bankrupt Cunow, a piofessor m the Umversity of Berlm during the 
Weimar Repubhc and an econonuc historian of great merit, made the 
jump from revolutionary opposition to the full acceptance of unpenaliam, 
arguing that the impenahst development of capitalism wtis a natural pro- 
cess that could no more be resisted than the mtroduction of labour-savmg 
taachinery Anti-impeiiahsm was therefore as nonsensical as was 
machme-wrecking m earlier days Paul Lensch®“ became the most 
ardent propagandist of that group He was aided by the formei revolu- 
tionary, Parvus 

It 13 often maintained that the social imperialist trend became a powei - 
ful movement within the Social Democratic party This mcoiiect asser- 
tion is based on the fact that the huge majontj'' of the party and of the 
trade umons weie patriotic and supported the war But the social 
patriotism of the majority of the party was dnected against Russia, 
against Tsarist absolutism, while the hostihty of the social imperiahsts 
was primarily directed against England To distmguish between the 
two trends is imperative, despite the fact that they overlapped and often 
comcided in practice There is no doubt that the huge majority of the 
party remamed uncontarmnated by social impenahsm, and never 
accepted the fallacious reasomng that class interests can best be served 
by warfare against imperialist competitors 

How httle headway was made by social imperialism in the party was 
amply proved by the party’s development under the Weimar Repubhc 



Not social imperialist revisionism triumphed, but the pacifist and petty 
bourgeois outlook of Eduard Beinslein It was English Fabianism tliat, 
under the Weimai Republic, tiiumphed ovei orthodoKy, although the 
orthodox formulas and slogans weie letained Throughout the histoiy 
of tlie Social Democratic party duimg the Weimar Republic no lespon- 
sible laboui leader went the way of social impeiiahsm except August 
Wmnig,®^ a formei trade-umon chairman, who, as provmcial president, 
sided with the Kapp Putsch, had to leave the paity, devoted his literary 
abilities to advocating the social-impeiialist gospel, and finally jomed 
the National Socialist party 

How little headway was made by social-impeiialisl doctrines within 
the Social Demociatic party can also be seen from its Russian pohey. 
At Rapallo, in 1922, under the aegis of Foieign Minister Walthei 
Rathenau, Germany concluded her first tieaty of friendship with Russia 
— a clever counter-thrust to French diplomacy The idea of using Rus- 
sian help in the fight against Veisailles belonged to the stock-in-tiade of 
many groups in Germany Count Brockdorff Rantzau, the Geiman 
ambassador to Russia, who had lefused to sign the Versailles treaty, was 
one of the first Alhance with Russia was regarded as a means of fighting 
capitahsm and imperialism, the ‘God-fathers of Versailles’. Flugo 
Stinnes, the leading Getman mdustrialist, as a protest against the Ruhr 
occupation, painted at the Spaa conference the picture of a proletarian 
revolution National-Bolshevik groups, especially the Widerstand group 
of Ernst Nieckisch, up to 1935 advocated a fight of the East against the 
West The German Reichswehr secretly collaborated with the Red Aimy 
— paitly m 01 del to gain experience with new weapons that were for- 
bidden to Germany by the Treaty of Versailles, partly because tlie Bis- 
marckian tradition of establishing friendly relations with Russia was still 
strong 

The Social Democratic party never supported Russo-German friend- 
ship as a means of breakmg the power of England and Fiance. For 
them, the League of Nations represented the very last word of rational 
international relations That, of course, did not imply hostility to Russia. 
On the contiary, they never supported the foreign policy that sought an 
alhance with Soviet Russia against the Western powers 

Within the mlmg classes hatred of Russia was as powerful as haired of 
England The vastness oi the Soviet tcrritofy, the masses of men, the 
gigantic wheat-fields, the non ore, the oil-fields were always a great 
attraction to European capitahsm As early as 1917, General Max Hoflf- 
mann, who signed the Treaty of Brest-Litowsk, conceived the idea of a 
fight of the Western powers against Bolshevism. In 1920 he suggested 
this to the Social Democratic party m Berlm, and was rebuked. In 1922 
he prepared a memorandum offering Germany’s assistance to the 
Western powers m a fight against Bolshevism Durmg the First World 
War the impenalists were as hungry for Russian wheat and od, and for 
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the Baltic ‘settlement’ space as for Longwy, Briery, Alsace, Lorraine, Bel- 
gium, and British colomes. Friedrich Naumaim’s view has alieady been 
mentioned * Paul Rohrbach was one of the apostles of Ukiaiman 
autonomy under German sovereignty The geopoliticians held the same 
views We have already seen that the implication of MacKmder’s theory 
IS not necessarily a German-Russian alhance, it can just as logically be 
the incorporation of Russia into Germany t 
Both England and Russia appeared as the objects of German expan- 
sion — against Russia, one could join the anti-Bolshevik chorus , agamst 
England, one could make imperialism social The Social Demociats 
were immune to hatred of England and hatred of Russia Much as the 
party hated bolshevism, it never lent its help to any interventionist 
crusade agamst Soviet Russia 

7 Racial Imperialism and the Masses 
So deep is the abyss between National Socialism and the old Social 
Democratic spirit that only a handful of Social Democratic labour 
leaders went over to National Socialism — a few in the central oiganiza- 
tion of the Social Demociatic trade unions, heie and there an editor of 
a socialist paper, here and there a party and a tiade-umon secretary. 
But the great majority of all pai ty and trade-union functional les remained 
either aloof oi m opposition. This attitude is the really lasting merit of 
Social Democratic education The defensive mentahty that the paity 
and trade umons had developed from 191410 1932, though it turned out 
to be catastrophic for the existence of the Weimar Repubhc, pi evented 
the party officials from actually supporting the regime Compared with 
the French trade umons and with the French Soaalist party, the Ger- 
man movement died a heroic death 
The latest phase of National Socialist theoiy, the doctrine of prole- 
tarian racism, of social imperialism, has failed to gam a complete hold 
over the masses The old paity and trade-union bureaucracy does not 
collaborate with the regime The laige majority of trade uniomsts and 
Social Democrats are not National Socialists. Throughout tlieir history 
they have resisted the seductive theory of social imperialism , there is no 
reason to beheve that they support it today. The repressive social pokey 
of the National Socialist regime gives additional substance to our con- 
tention But we cannot, of course, say that Social Democrats and trade 
umonists are openly hostile to Nationd Socialism. That would be asking 
too much of them. They are waiting Their old oigamzations have been 
destroyed Their bebef m the usefulness oftheir organizations has gone 
But even the younger generation, which was not indocti mated by the 
Social Democratic paity and by the tiade unions, shows just as little 
National Socialist sympathy 
* See p 119 
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When we discuss the social structure o£ National Socialism, we ihall 
draw attention to an outstanding phenomenon, thorough mdoctiina- 
tion of the masses is always accompanied by almost complete terroiiza- 
tion Tins is necessaiy because of the contiadiction betw'een the enor- 
mous capacity of the productive apparatus and tlie destructive uses to 
which It 13 actually put. Even the most unenhghtened worker is forced 
to ask himself whether it is possible to reconcile the flattery of the masses, 
the aping of Manxist ideology, high productivity, and tenorism Even 
the most self-centred workei will, almost every day, come up against the 
question why so developed an mdustiial apparatus as the Geiman has 
to be kept togetlier by tenor. Unlimited pioductive power, tenor, and 
propaganda cannot create National Socialism among the woikers. On 
the contrary, the workers are moie hkely to move along revolutionary 
syndicalist lines, to evolve ideas of sabotage and of duect action, ideas 
that weic frowned upon by Social Democrats and Communists alike, but 
which might be considered by them as the sole means of asseitmg man’s 
dignity within a terroristic system. 

The picture is not very different m legard to the communist worker. 
The Communist party, as we have seen, has been prepaied for social im- 
periahsm by the doctrme of National Bolshevism It is therefore possible, 
and even hkely, that some groups within the communist movement, 
especially the lowest-paid workers, were susceptible to social impel lahst 
theories up to the outbreak of the German-Russian war. But the National 
Bolshevist slogan of the Commiuust party was meiely the foimula of a 
corrupt leadership fiantically seaiching foi propaganda devices that 
would alloiv them to compete with nationalism, and National Bolshevism 
was nevei spontaneously accepted by tlie communist masses It was ac- 
cepted by the uprooted proletaiiat, by the Lumpenproletanat, especially 
by many groups belonging to the Red Fightmg League, which, to a 
considerable evtent, became absoibed by the Brown Shirts and the 
Black Shirts Moi cover, the National Bolshevist slogan was abandoned 
by the Communist party when it became clear that the communist 
masses turned against nationalism and National Sociahsm m spite of the 
attempted collaboiation by the Coinmumst party with the reactionary 
gioups The last lemnants of National Bolshevism, especially among the 
lowest-paid strata of the communist workers, were finally duven out by 
the actual social policy of National Sociahsm, which was most tciroiistic 
against these vei y groups It is the unskilled, untrained worker, especially 
the road-builder, who has probably received the worst treatment and 
whose rights and interests are sacrificed almost daily 

The social impel lahst ideology is, howevei, probably fully accepted fay 
the uprooted middle classes, so far as they have been organised within the 
National Socialist party. For these strata of the middle class axe genuinely 
anti-capitalistic. For them, the new theory is really the fonnulation of a 
psychological demand for greater dignity. Undei- the Weimar Republic, 



to call a member of the middle class a proletarian was, m his view, to 
express contempt for him But to call him a proletarian today is to invest 
his position with the highest possible digmty that is, to name him a 
fighlei for a gi eater proletarian Germany against the surroundmg capi- 
talistic woild The S S man is anti-capitahstic, and today he seems 
proud to be called a proletarian The former letailei or handicraft man, 
the dispossessed peasant, the unemployed intellectual who never had 
time or money to fimsh his studies, the elementary school teacher, all 
these gioups dishke capitalism as much as Commumsts and Social 
Democrats did For them, the doctrine of social imperialism is an ade- 
quate expression of their longings and an adequate formulation of their 
claims for digmty and security For them, socialism is an untenable doc- 
tune — smee they hate the veiy basis upon which the socialist doctime 
1 ests that IS, the equality of men In addition, the doctrine of social im- 
peiiahsm is, as it has always been, a device of the ruling classes, a device 
as old as imperialism itself Social imperialism is the most dangerous 
fonnulation of National Socialist ideology It appeals to all those groups 
throughout the world who are in danger of pioletarization peasants, 
letailers, artisans, teachers, and other intellectuals , it appeals to the un- 
employed, to all those who in the process of monopolization have lost 
security but do not want to be called proletauans It becomes especially 
dangeious since it contains one element of truth that the German 
economy is highly developed, is efficient, and contains many progressive 
elements The amazmg efficiency of Germany’s techmeal apparatus, 
coupled with the social impenahst doctrme, is today Germany’s greatest 
weapon It is to the stmeture of this economic system that we now have 
fo tum. 



PART TWO 

TOTALITARIAN MONOPOLISTIC 
ECONOMY 

I 

AN ECONOMY WITHOUT ECONOMICS? 

1 Spate Capitalism? 

I N SUMMARIZING the couise of our investigation, the following points 
should be noted The political structure of National Socialism exhibits a 
number of divergent elements. The concept of the strong, aU-embracing 
totahtanan state, though now rejected m ideology, is by far the most 
characteristic. The rule of tlie bureaucracy and of the armed forces, 
repiesented by the mmisteiial council for the defence of the realm, is 
complete The state is restricted only in the pohce and youth admmistra« 
tions, m which the party is sovereign The underlying ideology is racism, 
the sovereignty of the racial people incarnated m the Leader, The whole 
structure is at the seivice of two ideas, the New Order and proletarian 
racism the supremacy of the ‘have-not’ nation sui rounded by pluto- 
cratic and hostile democracies 

Yet, the paramount question that urgently needs an answer is what 
are the forces that keep Nabonal Socialist society together? We can by 
no means hope to give an exhaustive answer. We cannot provide a com- 
plete analysis of National Socialist society, and we must specifically omit 
culture and education. The third pait of this book will deal with three 
outstanding problems (i) The new economy — ^we shall attempt to lay 
bare the operation of the material forces that maintain National Sociahst 
society (a) The new society — an analysis of the social forces deteimm- 
mg the sliucture of society, above all, class stratification and the forma- 
tion of an dhte (3) Propaganda and terror as two aspects of a single 
development : the transfoimation of man into the passive victim of an 
aU-mclusive foice which flatters and teriorizes him, which elevates him 
and sends him into concentration camps In the concluding chapter of 
this book we shall try to depict the complete pattern of National Socialist 
society — the intertwining of state, law, economics, politics, and culture. 

The achievements of the Geiman economy are astounding The 
abohUon of unemployment, the inciease m production, the development 
of synthetic mdustries, the complete subordination of economic activities 
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to the needs of wai, the rationing system before and during this war, the 
success of pnce control— these are achievements difficult to surpass In 
that judgment all obseiveis agree, but here the agi cement ends There 
is no agreement about how this mnacle has been achieved, because there 
13 no agreement about the nature of the economic system 
There is an inci easing tendency to deny the capitalisUc charactei of 
National Socialism ^ It is called a system of brown bolshevism, of state 
capitalism, of bureauciatic collectivism, of the lule of a managenal 
bureaucracy This school of thought believes that there are no longei 
entiepieneurs in Geimany, but only managers, that there is no fieedom 
of trade and contiact, no freedom of investment; that the market has 
been abolished, and with it the laws of the market Prices are theiefore 
administrative puces, wages only administrative wages Consequently, 
the law of value 13 no longer operative Values are use values throughout 
and no longer exchange values Classes, if their existence is admitted, 
are no longer the outcome of production The power to which the 
worker is subjected is not an economic powei His exploitation is political 
and IS no longei a result of his position within the pioductive piocess. 
The appropriation of his labour is a political act, not economic The new 
economy is, therefoie, one without economics Economics has become 
an administrative technique The econoimc man is dead The profit 
motive 13 supplanted by the power motive Force, not economic law, is 
the prime mover of this society, ruled by an ehte composed of industrial 
managers, party bureaucrats, high-ranking civil seivants, and army 
officers. 

- Nearly all these theoiies are based on the view that the age of industrial 
tevolution is over That technological changes occur is, of course, 
admitted But it is denied that they result in fundamental changes in the 
structure of society This view was fiist propounded before Hitlei came 
to powei, by tlie so-called Tatkreis, a group of lomantic rcactionaiies who 
later turned into the most vicious National Sociahsts, connected with the 
monthly magazine, Die Ta (Action).® Their leadei, Ferdinand Fiied,® 
announced the end of the era of mventions, and theieby the end of 
capitalism Lawrence Dennis beheves that ‘as a capitalist dynamism the 
mdusti'ial revolution is over’ and that further technological changes are 
‘neither dynamic nor constructive’ ® For Dennis, therefoie, a totalitarian 
political revolution has to take the place of the mdustiial revolution 
The best formulation of this type of theory^ was given by the German 
theorist of die Social Demociatic party, Rudolf Hilferding,^ not with 
regard to Germany, but with regard to Russia 

‘What a government economy does is precisely to abolish the 
autonomy’ of economic laws, it is not a market economy, but an 
economy for use What is produced, and how it is produced, 13 no 
longer detei mined by the pi ice but by the state planning commission. 



which fixes the character and extent of production To outwaid 
appearances, prices and wages still exist, but their function has com- 
pletely changed They no longer deteimme the course of production. 
That IS directed by the central government. . . . Prices and wages 
are now only instruments of distribution determimng the share that 
each individual shall receive out of the sum total winch the central 
government allots to the whole population Puces have now become 
the technical means of distribution, a means simpler than would be a 
direct ordei stipulating the amount of the various pioducts (which have 
ceased to be ‘commodities’) to be leceived by each individual Prices 
have become symbols of distribution, but they aie no longer the 
regulators of the nation’s economy While the form has been main- 
tained, the function has been completely changed.’ 

Those who believe that this theoiy holds good foi Geimany also accept 
the fascist interpretation of liberalism and demociacy. They maintain 
that capitalism was chaiacterized by private entcrpiise, by tlie capitalist- 
worker relation, by numerous politically sovereign states, paihamcnlary 
institutions, a ruling class composed of capitalists, and civil oi natuial 
nghts for the individual. None of this exists any longei 
There are, of course, differences m the approach to the German 
situation The German state does not own all the capital in the country. 
But that does not make any diffeience to the school of thought we have 
just discussed In any case, so the school argues, the German state at 
least contiols all the capital For other writeis, however, the Hilfuding 
formulation presents an ideal type oi model, and they believe that it is 
rapidly being realized 

This, then, is in brief outlme the view held by many commentators on 
Germany, It is an enticmg view, for it makes the diffeiences between 
National Socialism and democracy appear not only political and 
ideological, but also economic that is, it sees them as two economic 
systems, private capitalism and state capitalism, or capitalism and 
managerial dictatorship 

There are two diffeient ways of refuting sucli a theory. The fii st would 
be theoretically to deduce the impossibility of such a stiuctuic The 
second would be to show in detail the structure and opeiation of the 
German economy It is the second couise which we pi imarily pi opose to 
follow A few preliminary rcmarloi must be made 
The very term ‘state capitalism’ is a conlradtctto in aducto ‘The concept 
of “state capitalism’’ cannot bear analysis from the economic point of 
view Once the state has become the sole owner of the means of produc- 
tion, it makes it impossible for a capitahst economy to function, it 
destroys that mechanism which keeps the very processes of economic 
circulation in active existence ’* Such a state is therefore no longer 
capitalistic It may be called a slave state oi a managerial dictatorship 
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01 a system of buieaucratic collectivism— that is, it must be described in 
political and not in economic categones. 

Theorists often speak of an ideal type or model, not yet fully realized, 
but m the piocess of becommg so Germany admittedly has remnants 
of maikcts, and theicfore of prices But the state-capitalist school mam- 
tams that these lemnants have no basic importance, and that reality is 
rapidly approaching tlie model Such a piocedure is haidly legitimate 
and cannot be justified by reference to similar models, such as those con- 
structed by Adam Smith and Karl Marx Smith and Marx confined their 
analyses to prevaihng trends wilhm a given system and did not go beyond 
them Marx even deliberately refused to depict the system of a classless 
society and kept strictly within the boundaries of one ordei capitalism 
The new tlieory violates the principle that the model or the ideal type 
must be derived from leality and must not transcend it For its pro- 
ponents describe a system that is uttcily alien to capitalism, that is, in 
fact. Its direct opposite, that necessitates a jump from one leahty to 
another This methodological objection does not, of course, make then 
theory untrue, but it compels them to show m detail that German 
capitalism has ceased to exist They cannot merely point to trends with- 
m capitalism m older to show that these tiends must necessarily beget a 
system of power politics'without economics, they have to prove their 
case for each of the systems concerned Such proof has not yet been 
furnished And m the present study we shall prove the contrary view 

One last question What would this ‘bureaucratic collectivism’ mean 
for humamty’ Would it bring peace and happmess or war and oppres- 
sion'’ 

In our view, these theorists must admit that their system may very 
well be the millennium The maintenance of society is now based solely 
on pohtics The obstacles that such a society meets are exclusively 
natural, no longer economic Man-power and natural resources are the 
only factors that could possibly hinder the expansion of such a society, 
Theie is no longer any antagomsm between the productive foices and 
the social conditions of production The piofit motive no longer fetters 
the productivity of laboui No plant can possibly refuse to expand, since 
theie is no profit motive to keep it back Technological progress, winch 
in the capitalistic system spimgs fiom the piofit incentive, now springs 
from the decision of a central governmental organ. Whethei such a 
decision is made, whethei production or consumption goods aie pio- 
duced, is no longei deteimmed by the law of accumulation, but by 
political expediency Such a system may very well give everybody a 
house, an automobile, six suits and ten pairs of shoes a year It could con- 
tmualJy raise the standard of living It could shorten the hours of labour 
by installing labour-saving devices It could, therefore, realize the dream 
of faumamty That would hold true even if National Socialism could not 
conquer the whole world Foi, in the view of this school, every country 



IS going the way of Germany The New Deal is legarded as the foic- 
lunner of bureauciatic collectivism and of a managerial buieauciacy 
The world will soon be divided into state-capitalistic empires, all of 
which are emancipated fiom economic necessities But if that is true, 
then there is not even a world market, and if the world market is abolished, 
there may not even be a fight among the contending empires for a greater 
share m that market What we have is the sole and exclusive rule of 
pohtics , and political expediency may very well exclude war for decades 
to come Consequently, tlie state capitalistic view does not agree with 
the bolshevist view tliat Bukharin propounded in 1917,® that the capi- 
tahstic states would transform themselves into gigantic state tiusts, and 
would compete m the world market so that the mternal antagonisms 
would be reproduced at a higher level m the international spheie That 
IS not the view of the state capitalists, for if the whole world moves 
towards state capitalism or bureaucratic collectivism, the world market 
will be abolished and the lelations between the states will become 
exclusively political, to be handled by exclusively pohtical means 

If we share this view, we must also conclude that notlung but a series 
of accidents can destroy such systems If the systems aie held together 
only by political ties and not by any mescapable economic necessity, 
only political mistakes can destroy them But why should pohtical errors 
occur ^ Pohtics divorced from economics is a mere techmque, an art In 
the era of state capitalism it is a techmque of mass domination, a tech- 
mque that has indeed been highly developed If the requirements of 
mass doimnation make it necessary, the standard of living can be raised 
Consumption goods could be pioduced in abundance If opposition 
aiises within lower groups against that system, the lower groups may be 
taken into the 61 ite So skilful a system of mass dommation may seettre 
the stability of the system for a thousand years That is, indeed, the 
promise that Hitler holds out to his people. Skilful pohtical operations 
could exclude even wai, since theie are no economic necessities driving 
towards It 

But the state capitahsts aie not National Socialists. On the contrary, 
howevei much they may be fascinated by the efficiency of the German 
system and beheve it to be the necessary outcome of the tendencies m- 
heient in monopoly capitalism, they dislike it intensely, and are therefoie 
prone to discover reasons for its decay But aie they able to detect sucli 
reasons^ They say that the system cannot afford peimanendy to raise 
the standard of living, since, so they believe, this would inevitably pro- 
duce dissatisfaction among the masses The masses, they argue, would 
then begin to think and to question the compatibility of the high 
technical efficiency with the terroristic and repressive machinery. 
Whether it is tiue that fat belhes make for ficedom of thought I do not 
know. The opposite thesis might just as well be true, that material 
satiety maltes for political laxncss and dullness But even if the first 



hypothesis were true, nothing could prevent the system from silencing 
this soit of opposition by incorporating the opponents into the lulmg 
&te And if the masses themselves revolt, why should a classless society 
not be established, why should not the terrorists of today become the 
leaders of the classless society of tomoriow? No economic necessities 
make this transition impossible. 

The state capitalists may argue that there are biological, moipho- 
logical, or sociological laws that make foi the disintegration of any social 
system, after it has mn its course. Many such laws have been ‘dis- 
covered’ Cyclical theories of histoiy are abundant, but then vahdity 
has nevei been proved; they aie metaphysical categoiies. 

Such, then, might be the fate of mankind under a rule of buicaucratic 
CoUectivLsm Tlie world might not be exactly a pleasant place to hve in 
for an mtellectual, but for the large masses of society it might turn out to 
be heaven. 

But it might just as easily be hell Mass domination might requiie 
oppiession, the expansion of teiioristic machinery, the loweimg of the 
standaid of living, and war against the othei state capitalistic powers, in 
order to keep tlie masses in check Both possibilities exist We lepeat 
that, if we accept the assumptions of the state capitalistic theoiy, the 
choice is dtteimmed solely by political expediency The lulers are 
completely fiee to determine the character of their rule . then system of 
mass domination is so flexible that it seems potentially invulnerable 
from witlun 

The present wiiter does not accept this profoundly pessimistic view 
He beheves that the antagonisms of capitalism are operatmg in Gcimany 
on a higher and, therefore, a moie dangerous level, even if these 
antagonisms are covered up by a bureaucratic apparatus and by the 
ideology of the people’s community 

In analysing the structuie and opeiation ofNational Socialist economy, 
we must never rest content with tlie legal and admimsti alive foims. They 
tell us very little ‘Anyone who wants to know the oigamzation [of the 
economic system] cannot do so by merely studying the statutes, deciees, 
and ruhngs . Some piovisions aie practically obsolete, others have 
never become a reality ’’ That is the judgment of the official com- 
mentator on the statutes on business organization. We go even beyond 
this statement A careful study of the German newspapers and periodi- 
cals IS far more important than that of the legal and administrative 
pjonouncements Our analysis is based entiicly on German sources 
Foreign studies aie used only for occasional reference 



2 A National Socialkt Economio Theory * The Myth of the 
Corporate State 

Does the economic theory of National Socialism comcide with the 
foregoing ‘state-capitalistic’ doctiines? The answer is no. Theie is no 
National Socialist economic theory except the slogan that general welfare 
IS more impoilant than self-mteiest, a slogan repeated on almost every 
possible occasion and used to cloak almost every economic decision. 
Aside from such meaningless phrases, we can find as many economic 
theories as there arc gioups within the National Socialist society We 
must lecogmze once and for all that the struetme of the National Socialist 
economic system does not follow any hlueprmt, is not based on any 
consistent doctime, be it neo-mercantihsm, any guild oi ‘Estate’ theory, 
or liberal oi socialist dogma The organization of the economic system is 
piagmatic It is directed entirely by the need of the highest possible 
efficiency and productivity rcquiied for the conducting of war. Of 
course, a defimte pattern can be seen But that pattern is not designed 
by a doctrme, but rather by the material structuie of the economy. 

The party programme of 25 February 1920 contained a number of 
programmatic declaiatious concemmg the economic reorgamzation of 
Germany Points ii, 19, and 25 contam demands such as the breaking 
of the fetters of mterest, the abolition of income without work and 
endeavour , the complete confiscation of war piofits , the ‘nationalization 
of [aheady] socialized [trusts] plants’ , piofit-sharmg in large entcipiises , 
geneious extension of old-age security , creation of a sound middle class, 
by cominunalization of department stores and by leasing them at cheap 
rents to small business-men , more consideration foi small business-men in 
public contiacts , agrarian lefoim, ‘enactment of a statute for expropria- 
tion without indemnification for purposes of common welfare’ ; abolition 
of land rent, and a luthless wai on usuieis The programme also ebn- 
taraed one specific proposal for the organization of the economic system • 
It demanded the creation of estate and occupational chambers for the 
execution of statutes enacted by the legislative authoiities in order to 
implement the pimciple that public welfaie comes before self-interest. 

On 22 May 1926, the piogramme was declared unalteiable, and Gott- 
fried Feder, the author of the economic theoiies during that stage of 
National Sociahsm, adds that Hiller demanded that the two major 
postulates of the programme be punted in spaced type the precedence 
of general welfare and the breakmg of the fetters of interest ® These 
theories are elaborated m Feder’s book,® which Adolf Hitler called ‘the 
catechism of our movement’. FmaUy, m 1926 Hitlei appomted Feder 
supreme arbiter of all disputes arising out of the interpretation of the 
party programme For a short time after Hitler’s advent to power, Feder 
still had a role of some impoitance. He was appointed seaetary of state 
* See also pn 262-68 
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in the federal mimstiy of economics But hia influence has long since 
waned and the once supreme ideological arbiter is now a nonentity * 

Fcdei’s declme in importance mdicates the complete abandonment of 
the economic sections of the party programme, for theie is not a smgle 
pomt in that unalterable programme that has been carried out, and every 
phenomenon denounced by the piogiamme has giown by leaps and 
bounds undei the National Sociahst legime The unalterabihty of the 
programme was suspended as early as 13 April 1928, when Hitler, 
anxious to wm the support of the landed aristocracy, abandoned by way 
of ‘an authentic interpretation’ point 17 of the paity programme, which 
demanded the expiopriation of land wnthout mdemmfication Instead, 
expropriation was restricted to ‘Jewish real estate speculatmg coi pota- 
tions’ 

The economic theories developed during that stage of National 
Socialism were primarily duected against the supiemacy of money 
capital, for the piotection of the middle classes, and against Jewish 
enterprises The entrepreneur was never attacked On the contiary, 
men like ‘Alfred Kiupp, Mannesmaim, Werner Siemens, Thyssen 
[father], Borsig, Krauss, Malfei’, leceived laudatory comments 

Inspired by point 25 of the paity pi ogramme, some National Socialists 
elaboiated comprehensive programmes for a reorgamzation of the 
German economic system on a corporative basis Even after Hitler’s 
accession to power, 1* a National Socialist institute for corporative 
organization was founded, but it had only a brief existence 

Many observers hold the erroneous view that the economic organiza- 
tion of Germany is primarily determmed by estate or corporative ideas. 
These ideas are closely associated with the German romantic movement, 
which represented the first protest agamst capitalism and Enghsh 
parliamentarism and tended to safeguard the Germgn past Adam 
Muller, whose economic theories are so muddled that it is almost im- 
possible to bring any kmd of order into them, came in the wake of the 
French Revolution, and was probably the first to postulate estate organi- 
zation as against class organization He feared that the nation would 
split mto two classes and sought to prevent the resulting antagonism by 
an^ estate system composed of an aristocracy, a clergy, mdustry, and 
merchants, which would mtegrate the industrial into the pohtical 
system Hegel, m his Philosophy of Right (Sections 203, 205), conceived 
the estates as the mediators between the state and the civil soaety, as 
standmg between the realms of pubhc and piivate law He beheved that 
a system of corporations could fuse together civil society and the state 
In the wake of the revolution of 1848, the greatest and at the same time 
least-known estate theoiist, Karl Mailo (Karl Georg Winkelblech), 
elaborated a comprehensive and m many respects admirable critique of 
hberal economy and postulated an estate organization Winkelblech 
* Fcder died recently 
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was alanned by the radicalization of the mdvistrial pioletariat, which he 
attnbuted to the ciuel economic conditions of early mdustnalism He 
was also horrified by the destruction of the artisan and of handiCiaft, 
and he therefore attacked free competition, liberalism, and the divorce of 
state from society, which is inherent m eveiy hberal system For him, the 
reconciliation of the two spheres lay in an estate orgamzation in which 
the state itself appeared as an estate His theories received practical 
significance m an address that he submitted to the Fiankfurt parhament 
of 1848,^’ demanding the estabhshment of a ‘social chamber [social 
parliament] which would have to consider the whole of social legislation 
and submit the resolutions passed by it to the pohtical chamber [pohtical 
parliament] for decisions’ ‘The members of the social chamber weie to 
be elected by all social estates accoiding to an election statute which 
would fully guarantee the representation of all special occupations ’ 
While Mario’s address demanded the coexistence of an occupational and 
of a pohtical chamber and the suboidmation of the foimer to the latter, 
a requirement that was later fulfilled under the Weimai Repubhc, the 
reactionary movement soon seized upon the occupational idea for the 
purpose of suppresang parhamentary institutions, as for instance in 
Bismarck’s political and social iheoiy Bismarck depicted his ideal 
pohtical scheme as one of a strong monarchy, restricted by a system of 
coipoiatc representation 1® Nevertheless, the idea of occupational repre- 
sentation was never very impoitant during the imperial penod, piobably 
because of the absence of syndicalist theories 
But it sprang up again in 1918 and 1919, when the revisiomst group 
Within the Social Democratic paity (Max Cohen and Julius Kaliski) 
tried to convert it to the idea of a chamber of labour, that is, to occupa- 
tional representation with equal lights to the pohtical parhament The 
plah was defeated by Germany’s outstanding labour lawyer, Hugo 
Sinzheimer,^® who, in two brilhant speeches, pointed out that occupa- 
tional representation would lead to the stabilization of existing class 
relations, would destioy that elasticity which the parliamentary system 
offered, would establish a complete iigidity of the social system, and would 
thereby close the way to peaceful change Sinzheimei’s opposition was 
successful All that remained of the corporate idea m the Weimar con- 
stitution was the provisional federal economic council composed of 
industi7, laboui, consumers, fiee professions, and experts, an oigamza- 
tion with no achievements to boast of, possessing legislative initiative 
and certam advisory functions with which, however, the government, 
especially during the great depiession, partly dispensed 
Ideologically, corporate ideas received a certam stimulus from Italian 
fascism and from Cathohe social theoiy as expressed m the Papa] 
encyclical, Qmdragesimo Anno (1931), which was elaborated into the 
Cathohe doctrme of sohdarism Yet the German Cathohes, m contrast 
to then Austrian brethren, were always careful to insist on the com- 



patibility of their corporate ideas with parhamentary deaiocracy. The 
strongly reactionaiy aspect of the corporate idea was advocated primarily 
by the Viennese sociologist, Othmar Spann, and by his school This 
group worked out, on the basis of a umversalist doctiine, a radical-estate 
theory intended to supplant paihamentaiy institutions The social 
‘whole 13 an independent leahty existing prior to the individual It 

IS never tangible or visible to the outei eye Deep spiiitual concentration 
U necessaiy to perceive it with the innei eye Even the state and the 
economy are conceived as estates, the state appealing as the supreme 
estate co-oidinatmg aU others 

Although the Spann theories received a httle raoie attention m 1932 
and were pushed in 1933 by certam groups withm the National Socialist 
orbit — by the institute for estate organization, by certam ciicles within 
the labour front, and by tlie leaders of the National Socialist retail and 
handicraft organization — they were nevertheless rejected and, accoidmg 
to Mr Thyssen’s letters m Life of 29 April 1940, the mstitute director was 
sent into a concentration camp 

In the early period the labour front very stiongly insisted upon a 
coiporate organization of the German economic system In a number of 
speeches, the leadei of the fiont, Dr Robeit Ley, demanded such a 
basis ‘Citizenship is bound to the meinberslup of an estate’ (9 May 
1933). ‘Estate IS that in which man stands as an occupational man, as a 
chemist, as an engineer . ’ (12 August 1933) ‘The germ cell of the 
estate structure must be the plant where men know each other very well. 
The regulation of wage and labour conditions is the prerogative of the 
estate.’ Feder was also allowed to postulate, m his speech to the party 
congress of 1923, a complete leorgamzation of the German economy on a 
corporate basis 

In fact, coiporativism and National Socialism are incompatible For 
National Sociahsm, the primacy of politics is decisive. ‘Durmg its light- 
ing years the paity has never allowed itself to be induced to put 
... the econonuc questions mto the foreground and to announce com- 
prehensive economic official party programmes ’ It has always insisted 
on the pnmacy of pohtics over economics and has tliercfore consciously 
remained a political party without any basic economic orientation This 
is the view of Wilhelm Keppler, the Leader’s deputy for econoimc 
questions.®^ The late Beinhard Kohler, formerly the chainnan of the 
economic committee of the party, expressed the same opinion ‘Fiom the 
very beginning. National Socialism was a levolt of the hving feelings of 
the people against the fact that the whole life of the people was deter- 
mined by economics, by material existence Merely to change the 
econonuc structure will not produce ‘a socialist structure of the life of the 
people’ (p 9) Only political changes can do so These two speeches 
contain an uncompromising attack on corpoiate ideas, on the attempts 
of the corporate school, on groups within the labour front, and others. 



Alfred Rosenberg had already attacked the philosophical basis of Spann’s 
estate theonesj namely, the abstraet chaiacter of the universal concep- 
tions and the failuie to mcorporate racial ideasA“ The leader of the 
labour front, Robert Ley, jomed the chorus,®’ abandoning his previous 
errors. 

Moreover, the estate idea was quickly seized upon by the cartels m 
order to strengthen their power and to destroy outsiders and com- 
petitors Immediately after the National Socialist revolution, many 
cartels introduced the leadership principle into their organizations They 
appointed National Sociahst managers and, with the power of tlie party 
behind them, compelled outsiders to jom the cartel organization or be 
destioyed The estate idea was thus misused to bring about compulsory 
cai telhzation This is one of the reasons, according to National Socialists, 
why the whole estate orgamzation was stopped m 1933 

The economic organization of Germany has, indeed, no resemblance 
to corporative or estate theories Even the food estate and the chamber 
of culture, which are both officially called estates, do not have that 
character They are not autonomous, but are organs of the state They 
do not opeiate from the bottom to the top, but inversely They do not 
regulate wages and labour conditions They are organizations of 
busmess-men, excluding labour, controlled by the state and performing 
certain administrative functions 

From this discussion it will be seen that there is no authontative body 
of National Socialist doctrines concerning the econoimc organization of 
Germany Hitler himself has repeatedly rejected anybluepnnts, although, 
in Mem Kampf, he makes some flattciing remarks on estate ideology 
‘We want to restoie the primacy of politics, which has the duty of 
organizing and leading the life battle of the nation’ {21 March 1933). 
‘Unemployment cannot be abohshed by economic committees, organiza- 
tions, constructions, and theones’ (6 July 1933) The official commenta- 
tor, mentioned above, formulates the attitude of the party m the follow- 
mg way . ‘The freedom from doctrmes and dogmas . . . results in the 
fact that economic policy m the national socialist state is determmed by 
considerations of expediency and, without prejudice, apphes such means 
as are necessary in every given case for the econoimc welfare ol the 
people 

There are, m consequence, considerable differences of opinion about 
the future structure of the National Sociahst economy Many see in the 
present regimentation of the economic system merely a transitional 
phase, conditioned by the requirements of war, and insist that after the 
war more economic freedom must be established They believe this 
because, in their view, the economic orgamzation of Germany is deter- 
mmed piimardy by the specific situation of Germany, especially by its 
lack of raw materials Others are inclined to believe that perpetual 
state control may be the future of the German economic system But no 



responsible National Soaalnt leader is out to expropriate pi ivate proper!)^ 
and to substitute a socialist or a semi-socialist system (in the sense that we 
undei stand socialist) for that of a controlled or ‘steered’ capitalism In 
short, no one adheres to the theory of state capitalism that we have dis- 
cussed This, of course, does not mean that the actual economic system 
13 not non-capitalistic or that the inherent trends wilhm the regime will 
not ultimately lead oi have not aheady led to the dictatorship of the 
managerial bureaucracy But such a goal is not the explicit aim of 
National Socialism 


II 

THE ORGANIZATION OF BUSINESS 
I The Political Status of Business in the Weimar Republic 
The extremely complex structure of National Socialist business 
organization can be much more easily understood if it is placed in an 
adequate histoiical context By doing so, we shall at the same time find 
that National Socialism added little that is new to the already existing 
pattern of organization 

Ownership of the means of production exercises its function in a 
numbei of spheres,* especially m the labour market, the commodity 
market, and m the state In the labour market it operates as a hostile or 
friendly partnei of labour organizations, either as an individual employer 
or as an employers’ orgaiuzauon set up for the purpose of collective 
bargauung In the commodity market it opeiates as an individual 
entrepieneur, as a caitel, as a combine, or as a tiust for fixing pnees, 
sales, and purchasing conditions In the state, business is organized 
in tiade associations or estate associations for influencing the state’s 
economic or financial policies Business is in that case a political pressure 
group, which also elaborates machmery for advising and protecting its 
members and makmg their hfe within the mcreasing complexities of 
state legimcntation more bearable than would otherwise be the case. 

Correspondmg to these three spheres of powei aie three different 
organizations, the prototypes of which are the employers’ oiganization 
for the laboui maiket, the cartel for the commodity market, and the 
Fachverband (trade association) for the pohtical organization of business. 
In spite of the rather rigid distmctioii m the oigamzational set up, the 
tliree types are mtertwined in personnel through interlocking manage- 
ment In the small and medium-sized oiganizations, the cartel manager 
IS, as a rule, at the same time manager of the employers’ association and 
of the local or provincial Fachverband 

* See also p 338 



This political organization of business was developed on a dual basis, 
territorial and functional The territorial units were the chambers of 
industiy and commerce (the chambeis of handicialt), which were 
organizations undei public law, in which membership was compulsory 
and the dues weie collected like taxes They possessed a considerable 
amount of self-goveinment, and weic supervised like any corporation 
undei the public law, by the relevant state ministiy The officials of the 
chambeis were elected by the members The chambers repiesented the 
business m a particular teriitory, the piesident usually playing a con- 
siderable role m municipal life and in the organization of the stock 
exchange The chambers were united m regional associations, which, 
howevei, had no public character, but were entiiely private organiza- 
tions — with the exception of the association of the handicraft chambeis 
The central organization of the cliambers of industiy and commerce m 
Germany was called the Diet of German Industiy and Commerce It 
was thus a so-called Spitzeiwerband)^ that is, a top or holding organization, 
composed not of individual members, but of other, lower-rankmg 
organizations 

The teriitoiial orgamzations' weie, therefore, the concern of every 
busmess-man Whatever the size of his plant, he was accepted in th* 
chambers, foi mally at least, on a basis of equality. His voting power was 
not in proportion to the size of Ins enterprise, and he could even play 
some role in the chambei, m some committee, as a publicly recognized 
expert before courts or administrative tribunals, and so on 

The real power of the political busmess organization did not, however, 
he in tlic teriitonal, but raihei in the functional division Handicraft, 
agiiculture, industry, tiade, banking, and insuiancc were each oiganized 
in so-called Spitzenverbdnden, composed of many affiliated associations. 
The most poweiful among them was the Retchsverband der Deutschen 
Industrie, the Federal Union of German Industry, which, hke most other 
Spitzenverbande, was founded in 1919 (3 February) as an attempt to safe- 
guard busmess interests in what appeared to be a world torn by social 
revolution The charter states that the Federal Union of German 
Industry is ‘the repiesentative of Geiman industry in all questions of 
busmess and economic policy, and that it is m close coUaboiation with 
the fedeial union of Geiman employeis’ oiganizations which is the lepre- 
sentative of Geiman industry in all social and socio-political questions’ 

It arose fiom the fusion of two industrial orgamzations, the Central 
Umon of German Industry, founded m 1876, lepreaentmg heaiiy 
industry, and the veiy ably led League of Industiiahsts, founded m 1895 
and mcJi e 01 less identified with the light or pi ocessing industries Durmg . 
the First World War these two orgamzations came together in the wai 
committee of German mdustry, which, from 1918, was supported by the 
Geiman industiial council The composition of the Reichsverband was a 
mixture of functional and regional principles, but its laigest alEhates 
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weie the so-called FachverbSnde, amounting to 1,500 in 193 1, which were 
embraced m twenty-eight functional gioups But the umon also in- 
qorpoiatcd individual entrepreneurs (1,400 m 1931) and veiy poweiful 
territorial pressuie groups such as the Bavarian union of mdustiialists, 
the association of Saxon industrialists, and, above all, the association lor 
safeguatding the common economic mterests of the Rhineland and 
Westphalia, populaily known as the ‘long-name association’ * The 
FachverbSnde, lepresenting the kernel of the Spitzenverbande, weic, in turn, 
the composite of many lowei and smallei units Each of them was, in 
fact, a network of many lower functional units The size and significance 
of the Federal Umon of Geiman Industry may be gatheied fiom the 
diveisity and size of its oigans Besides the membeis’ assembly, there 
was a Hauptausschuss 01 mam committee, composed of 200 members, a 
directoiate of between 205 and 220 peisons with a presidency consisting 
of between 30 and 36, and a senate The piesidents were successively 
Di. Sorge of the Elrupp duectorate. Dr Duisbeig of the dyestuff trust, 
and finaUy, Di Krupp von Bohlen and Halbach. The Retchsveiband pro- 
vided a numbei of services foi its membeis, dealing with questions of 
economic policy, tariffs, imports, exports, money, finances, and repara- 
tions One of the most important services was offered by the KaHellstelk, 
or cartel department, which functioned as an advisory and co-oidinating 
agency for all caitels, furnishing them legal and econonuc advice, work- 
ing our master cartel agreements, and perpetually gearmg the propa- 
ganda machine to the policy of the marketmg organizations The 
political orgamzation of Geiman busmess under the Weimar Repubhc 
was thus an imposmg edifice, extending into almost every economic 
activity. 

There was a veiy clear-cut division of labour between the pohtical 
orgamzations and the employers’ oigamzations The employers’ oigam- 
zations were also oigamzed in Spitzenverbande, five important ones, then 
leadership bemg vested in the mdustnal Spitzenveiband of the employers’ 
organizations, namely. Die Vereimgung der deutschen Arbeiiergebeivetbande 
(the union of Geiman employeis’ organizations). The cmplr'yeis’ ‘peak’ 
associations were not bargaming associations as such, since accoidmg to 
German law only labour -maiket oigamzations, composed of mdividual 
members, had the right to bargain collectively The union of Geiman 
employers’ oigamzations was thus a co-oidinating agency for all em- 
ployers’ associations m industry, advising them, working towards a 
common pohey against the trade umons, and even offeimg the membeis 
financial protection against strikes by a stiike-msuiance corpoiation 
The charter of the Federal Umon of Geiman Industry, which w'e have 
already mentioned, makes it clear that the two industrial pealc oiganiza- 
tions, one conceining the labour market and the othei pohtical, woikcd 
harmomously with each other 



But even that centralization of association? did not go far enough In 
1920 aU the peak organizations in agiiculture, industry, trade, banting, 
insuiance, and handicrafts, with the peak employers’ organizations and 
some other industrial piessure groups, founded the central committee of 
entrepieneurial oigamzations {Zentralaussckuss der Unlemehmerverbande) in 
oidei to weld together all mdustnal activity m the face of the threat 
from the trade unions The preceding pictmc will claiify the stnicturc 
of German business organization 

2 The PoLmoAL Organization of Business under National 
SoaiALISM 

The National Socialist structuie of Geiman business oigamzation 
does not diffei veiy much from that of the Weimai Republic The pio- 
visional economic council, which had in reality ceased to operate long 
before, was foimally dissolved on 23 March 1934, after a general council 
of economics {Generahat der Wirtschaft) had been called together on 15 
July 1933. It was a small body, havmg as its sole labour representative 
the leader of the German labour front, Dr Robert Ley. It met several 
times and listened to speeches, but did not develop any activity The 
council soon became obsolete because of the new political organization of 
business 

This new form adhered to the already existing twofold division m 
territorial and functional units, stieamlmed the existing oigamzation, 
expanded it, made it compulsory thioughout, and intioduced the leader- 
ship piinciple 3 The structuie of the National Socialist economic organi- 
zation again rests on two pillars a territorial and a functional one The 
terntoiial units are once moie the chambers of industiy and commerce, 
and the chambers of handicraft, unchanged in composition The 
functional units are, as before, the old Spitzenverbande, laised to the rank 
of compulsory bodies. The only exception is tlie oigamzation of agri- 
cultural and food production, which has now a separate existence as the 
so-called food estate 

The basic law is that of 27 February 1934, foi ‘prepaiing an orgamc 
structure of the German economy’, authorizing the ministry of economics 
to dissolve and merge trade associations, to change tlieii charters, to 
introduce the leadeiship pimciple, to take outsiders into the organiza- 
tions, and to recognize the associations as the exclusive legitimate repre- 
sentatives of the lelevant blanches of trade and industry 

The first executive decree of 27 November 1934 created two new 
bodies. The first is the national economic chamber, the duty of which is to 
co-ordinate the territorial and the functional set-up The same decree 
also created the working community of the chambers of industry and commerce 
as a peak association of the mdividual chambers The chambers them- 
selves were subjected to scarcely any change in this structure. The decree 
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of 20 August 1934 meiely laid down the Icadeiship pimciple, and tians- 
fened the supervision of the chambers of industry and commeice to the 
fedeial ministry of economics * The 7 July 1936 reform edict of the 
fedeial ministei of economics streamlined the political organizations of 
business that had been cieated m the interval, and the QO Januaiy 1937 
ruling of the ministry instituted disciplinary couits within these oiganiza- 
tions * These edicts and deciees piovide the basic legal structuie foi the 
autonomous political oigamzation of business The organization is now 
complete 


THE GROUPS 

Every busmess-man must be a member ol the national group (functional 
division) and of a chamber of industiy (or handicraft) (territorial 
division) Even public enterprises, though m Piussia these do not belong 
to the chambers of industry, must join lelevant groups, so that some 
gioups such as those of the bants and public-insurance coipoiations 
consist entirely of public cnterpiiscs Only the co-operatives aie exempt 
We should not, at this point, neglect to obscivc that the cartels, as oigans 
of the commodity maiket, are not mcorpoiated into this political stiuc- 
tuie of business The lelation between the cartel and the political 
oigamzation will be discussed later 
The functional division rests on seven national groups that roughly 
conespond to the old Spitzenverbmde These groups are (i) industiv, 
(2) tiade, (3) banking, (4) insurance, (5) power, (6) tourist industry, and 
(7) handicrafts The six national transpoitation groups are separately 
organized The national gioups are divided into economic gioups, 31 in 
mdustry, 4 in trade, 6 m banlong, a in insurance, a in power, inn the 
tourist mdustry, while the handicrafts group is subdivided into 50 
national guild orgamzalions While the national groups conespond 
roughly to the Sptizencerbande, the economic groups conespond to the 
Fachveibande within the federal union of Geiman mdustiy, 01 witliin the 
Otkei peak associations This identity and continuity is nevei hidden , on 
the contraiy, it is stressed m the admimstrative pronouncements Follow- 
, mg IS a sample of a deciee of recogmtion issued by the federal mimstei of 
economics ^ 

‘Decree of the federal mimster of economics foi the lecognition of 
the economic group of the wholesale import and export trade, 18 
September 1934 

‘On the basis of paragraph i of the act of 27 Febiuaiy 1934 foi pie- 
parmg the orgamc stiucture of the German economy, I order (i) the 
economic group of the wholesale import and export trade Berhn, W 30, 
Mackensen Street 10 [national association of the Geiman wholesale 
import and export trade, formerly national association of German 
* See below, p 346 



wholesale and oveiseas trade] is to be recognized as the sole repre- 
sentative of Its economic blanch ’ 

Tlie recognition decree, therefore, simply takes ovei the existing trade 
association and recognizes it as the ofEcial representative of the whole 
branch 

The economic groups are further subdivided into branch groups 
(Fachgruppen), 327 now being in existence, and these, in turn, into sub- 
branch gioups {Unter-Fachgruppen) 

The organizational prmciple, as can readily be seen, is hoiizontal, and 
not vertical as in the food estate The vertical principle combmes every- 
body who 13 active in the production and distribution of certain com- 
modities, down to the smallest retailer By the recognition of the national 
trade group, therefore, the old horizontal principle is mamtamed While 
the national and economic groups .ue constituted by statute of the 
federal minis tiy of economics, the branch and sub-branch groups are 
set up at the discretion of the national group However, since the reform 
ruling of 1936, It IS necessary to obtain permission from the federal 
mmister of economics for the estabhshment of new branches and sub- 
branch groups and their piovincial umts 
The kernel of the whole structure is the economic group withm the 
national group The economic groups levy the contributions and finance 
the national groups on the one side and the branch and sub-branch 
gioups on the other side The differences m size and impoitance among 
the groups are, of couise, considciable Wliile the economic group, 
which covers rmmng within the national group embiacmg industry), 
has only 50 members, that covciing the retail trade (within the national 
gioup embracing trade) comprises about 500,000 membenj 


THE CHAMBERS 

This dual structure is now oigamzed in three stiata an upper, a 
middle, and a lower 

At the top theie is the national economic chamber, the successoi, so to 
speak, to the piovisional federal economic council It is composed of the 
seven national groups, twcnty-thiee economic chambers, the 100 
chambers of industry and commerce, and the seventy chambeis of 
handle! afts 

Closely connected with the national economic chamber is the ‘workmg 
commumty of the chambers of industry and commerce’, the successor, as 
can readily be seen, to the diet of German mdustry and commerce. This 
workmg community is, in fact, inactive, but it fuinishes the personnel 
of the national economic chambei, and the leadership of the two top 
organizations is identical (the president of both is Pietzsch) * 

* See below, p 318 



The differences between the national economic chambei and the pro- 
visional economic council are, however, considerable Labour and the 
consumers, the fiee piofessions, and the independent ei-peits are com- 
pletely excluded from the economic chamber, which is now exclusively 
a representative of business and handicrafts and is undisturbed by any 
alien influence It is true that under the Leipzig agreement “ of 1936,''' 
concluded between thefcdeial minister ofeconoimcs, the fedcial minister 
of labour, and the leadei of the German labour fiont, the national 
economic chambei entered the labour front as a corpoiate body, but, as 
we shall see later, this agieement was made merely to exclude laboui 
from any voice in business control and legulation In addition, the 
national economic chamber has been given what the federal cconorruc 
council never had executive machmeiy m the middle and lower strata. 
The most impoitant membeis of the national economic chambers are 
the seven national gioups 

The middle stratum, which is completely new, consists of the twenty- 
three economic chambers They are composed of the chambei s of 
industiy and commeice in then piovmce, of the chambers of handicrafts, 
and of the provincial economic groups The economic chambers, there- 
fore, also combine the functional and territorial piinciples They lepre- 
sent all business m one province, cieatmg a united front of business in 
1 elation to the piovincial executive machinery of the state In many 
cases the economic chambeis are headed by the piesident of the largest 
chamber of industry m this provmce, and have become the decisive 
organs of mdustnal self-government since the decree of 27 October 1936 
They are composed of six departments (i) the department ‘chambers of 
industry’, the co-ordinating agency for the chambers m the legion; (2) 
the department ‘industry’, which is the co-ordinating agency of the 
economic bianch and sub-branch groups m the national group coveimg 
industry on the provmcial lewil, (3) the depaitracnt ‘tiade’, where the 
four subdivisions, letail, wholesale, import and expoit trade, agents and 
peddlmg trade, are of greater significance than the department itself, 
(4) the department ‘tourist industry’ , (5) the department ‘handicrafts 
Cambers’, acting as the co-ordmatmg agency of the chambers of handi- 
crafts in that provmce, (6) and finally, the provmcial clearing ofiice, 
which has assumed major significance, and which has a decisive influence 
on the distiibution of public contiacts among the members of the 
economic chambeis As a rule these clearing ofiices are directed by the 
president of the economic chamber and supervised by goveinmental 
commissioners Each of the departments is presided over by a director, 
who 13 assisted by a council and acts through a manager , this manager is 
generally an industrialist who is the leader of the piovmcial group 

Side by side with the economic chambeis are the provmcial organiza- 
tions of the economic gioups (220), the bianch groups (180), the sub- 
* See below, p. 339 
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blanch groups (270), the handicrafts, and tlie piovincial guild organiza- 

At the bottom are the chambers of industry and commerce (100), the 
chambers of handiciafts (70), the local bodies of the gioups when such 
exist, and the guilds foi handicraft 

The chait on p 202 claiifics this oiganizational set-up 
This whole structuie is run m accordance with the leadership 
principle * The leadeis of the national economic chamber, of the 
economic chambers, of the chambers of industry, of the national groups 
and of the economic gioups are proposed by the national group and 
appointed by the federal minister of economics, whde the leaders of the 
branch and sub-bianch groups aic proposed by the leader of the 
economic groups and appointed by the leaders of their national gioups 
The members of the gioups have to obey the orders of then leaders, and 
the leadei of the economic group, as the central agency, can mete out 
disciplinary punishment to members bieakihg the law 
As in the political sphere, so in this economic activity, the leadership 
principle is meiely a euphemistic way of describing a centralized bureau- 
cratic body, lun on authoritarian principles The leadeis, mostly im- 
portant business-men, as we shall have occasion to see later,! do not, of 
course, manage the whole business, the groups are run by managers who 
often are, m fact, the actual dnectors Each of the leaders is surrounded 
by an advisory council composed of the group leaders, the piesidcnts of 
the chambers of industry, lepiescntativcs of the food esiate, of the 
municipalities, and of the tiansport organization Members’ meetings 
no longer play any role, since the dcciec of 4 March 1935 peimilted the 
leadeis of the superior gioup to dispense with such meetings if the 
advisory council thought it appropiiatc 
This, m biief outline, 13 tlie autonomous political organization of 
German business as it had been shaped prioi to the outbieak of the 
present war From a juristic point of view, the organizations have a 
twofold task, as does every self-governing body in German law They 
carry out genmne functions of self-government and they also carry out 
state functions that are delegated to them by the public authorities. 
Whether it is a municipality or a chamber of industry or a group, each 
operates in a twofold capacity as a sclf-goveinmg body and as an organ 
of the state 

This political 01 ganization of business faces in three directions towards 
the commodity market, that is, the business activities cained out by 
mdividual enterprises, caitels, concerns, and trusts, towards the labouf 
market , and towards the state 
• See also p 73 


t Sec below, p 316 
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THE EXECUTIVE MACHINERY OF THE STATE 

The chief organ of the war economy is Ghimg The two most import- 
ant agencies are the Four-Yeai Plan Office and the General Com- 
missioner for Economics (Funk), who controls the whole economic life, 
except the armament mdustiy Funk, therefore, is not only minister of 
economics but at the same time is the chief of the mimsters of labour, 
finance, food, and forestry Prioi to the outbreak of this war, the 
mmistry of economics had no provincial and local executive machinery 
of Its own. This defect has been remedied by the ‘decree on the admmis- 
tration of the economy’ of 27 August and 28 November 1939 It creates 
regional and executive machinery of the ministry of econonucs 

The general commissionei for economics has created Filhungsstabe der 
Wiitschqft, leadership staffs for the economy, which are attached to the 
provmcial presidents m Prussia and to the federal regents and state 
imnistries m tlie other states These leadership staffs co-ordinate aE 
activities m the realm of econonucs (outside the armament mdustries 
proper) and are made supeuor to the regional organizations of the 
ministiies of labour, food, forestry, to the economic chambers, to all 
legional bodies of the groups and handicraft associations, and to the 
chambers of industry and handicraft While the Fuhrungsstabe aie mere 
co-ordinating agencies, the very same decree now creates a regional and 
local set-up for the ministry of economics in the eighteen Bezirkswtrt- 
schaftsamter (regional economic offices) and the local WirtschaftsamUr, 
primarily concerned with the rationing of consumers’ goods 

The leadership of these eighteen offices has been entrusted to various 
officials, such as the Prussian provmcial presidents, federal regents, or 
sub-provmcial piesidents. These provincial economic chiefs, who also 
head the Fuhrungsstabe, are subordmates of the minister of economics, 
may issue orders to aU pubhc authorities belongmg to the middle 
stratum, to the groups, and to the chambeis of industry and of handi- 
crafts The piovincial economic offices form a pait of the office in which 
they have been estabhshed Thus no new oigamzation has been set up, 
but the old machinery is utilized The eighteen provincial econonuc 
offices can direct the whole economic activity m their province This 
authoritarian trend has been facilitated by the creation of federal com- 
missioners for each chamber of industiy and commerce, and by the power 
of the immster of economics to delegate to the chambers any activity that 
he thinks suitable Federal commissioners are subject to the commands 
of the piovincial economic chiefs Legally, therefore, there is now a 
complete centralization of the whole economic administration. The 
federal commissioner for economics is superior to the mimsters of 
economics, finance, laboui, food, forestry He operates m the eighteen 
districts through the provincial economic offices, as weE as locaEy 
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through the federal commissioners of the chambeis of industry and 
commerce 

But the decree goes still fiirther. It creates, in addition, piovincial 
food ofiices {Landes- or Provmzernahrmgsamter), set up in the offices of 
the supreme organs of the vaiious states (in Prussia, m the office of the 
ptovmcial presidents), and also subjects the whole food estate to the 
commands of the fedeial minister for food and agriculture The same 
authoritarian organization is carried out in forestiy by means of pro- 
vmcial forest and timbei offices 

At the bottom, the same piocess is repeated. 

The first executive decree (27 August, 22 September 1939) defines and 
claiifies the extent of power vested in the new organizabons, the eighteen 
economic offices They are made subject to various federal organs and 
may give orders to the following organizations • the state mining agencies ; 
the econOiruc chambers, mcludmg their clearing* departments; the 
chambers of industry, the chambers of handicrafts; the provincial 
groups (national, economic, branch, and sub-branch groups) , the fedeial 
offices for foieign trade, and the cuiiency offices They are called upon 
to secure production, to protect indispensable trades and handicrafts, to 
co-operate m safeguaidmg the supply of electric powei, to execute 
measures concermng the consumption of coal, oil, rubbei, textile 
materials, and soap, and to organize the collection of used materials. 
The same decree makes the presidents of the chambers of industry and 
commerce federal commissioners for the chambers, which are thus trans- 
formed mto executive agents for the whole field within the jurisdiction 
of the provincial economic offices f 

-It IS evident that the most unpoitant agency in the state organization 
is the federal ministry of economics Smee Februaiy 1938, its chief has 
been Walther Funk, who is also president of the Reichsbank The ministry 
js divided into five mam departments $ 


MACHINERy OF RATIONALIZATION 

Parallel to the niimstry, and m some ways stiU more important, is the 
office of the Four-Year Plan, headed by the marshal of the gmsdeulschs 
Reich, Hermann Goring, who, m this capacity, has the title of general 
deputy for the Four-Year Plan The Foui-Year Plan office canies out 
its functions partly within the ministry of economics, partly through 
general deputies {Generalbevolimachtigte) for specific branches of trade and 
industry, and partly through its own office 
This office was oiiginally (m 1936) the central agency of a prepared- 
* See p 201 

•f ITie appointment of the chamber presidents as fedeial commissioners has 
been rescinded m August 1941 
i See below, p 302, on its composition 
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ness economy, a kind of planning organization. It has tiansferred most 
of Its functions to other agencies and is now primanly concerned with 
two tasks the rationalization of specific brandies of German industry— 
which 13 mainly carried out through the general deputies — and the 
gaming of key economic positions for the party (such as the Hermann 
Goring works) Goring has appointed Funk as the supervising agent for 
the whole field of rationalization. 

The general deputies are primarily organs for laising the efficiency of a 
specific trade, by recommending measures of rabonahzation, standardi- 
zation, and reorganization The most important are the general deputies 
for power (at present Mayor Dillgardt of Essen, who is at the same time 
leader of the national power group No 5) , for motor vehicles (at piesent 
Colonel V Schell) , for machine production (at present Kail Lange, 
manager of the V B M A under the Weimai Republic and also manager 
of the economic group) , foi special functions in the chemical mdustry 
(at present Professor K Kiauch, member of the boaid of managers of 
the Dyetrust) , and for iron and steel (Lieutenant-General von Hanneken, 
also chief of the mam department ii of the ministry of economics) 

There is also a special deputy for building construction, whose function 
is wider than those of the other deputies As early as 9 December 1 938 
Gdnng appointed the inspector-general for German roads. Dr, F. Todt, 
‘general deputy for the regulation of budding constructions’ ’ (Dr Todt 
IS also munitions minister )* His task was to adjust the civil building con- 
struction to military needs and to carry out such measures as were 
necessaiy to increase the efficiency ot the budding industry He had very 
wide powers, and is also authorized to allocate budding materials (iron, 
timber, cement) and to establish a system of piiorities The lationing of 
budding mateiials has been simplified by making certain central offices 
quota offices This means that the laboui front, the labour mmistry, the 
mmistry of communications, and so on, are, as quota offices, entitled to 
receive supplies of budding mateiials for their affihated organizations 
and enterprises If, for mstance, a steel manufacturer wants to start 
building construction and needs budding mateiials, he has to apply to 
his quota office, that is, m this case, the federal mimstry of economics, 
main department number n 

The geneial deputy for the budding industry also operates thiough 
regional deputies (21), who, according to the deciee of 30 December 
1939, aie entitled to demand information fiom all public and party 
authorities. The general deputy for the building mdustry also appomts 
confidential officials m certain lower-ranking territorial units. 

* Now also minister for electric power Todt has died His functions have 
been partly taken over by Professor A Speer, Hitler’s favourite arclutect. 



CONTROL OF RAW MATERIALS 

The supply of raw materials and the establishment of pnorities have 
been completely taken away fiom the Four-Year Plan office and tians- 
ferred to the ministry of economics, which, for this task, has set up 
Reichsitellen for specific branches, based on the decree on commodity 
exchange {Warenverkehi) of i8 August 1939, which in turn had originated 
in 'supcrvisoiy boards’ for imports and expoils, based on the decree of 
4 September 1934 The Reichsstellen aic fedeial agencies, with legal 
independence, financed by fees 01 permanent contributions that the 
mdustiies concerned have to pay for specific activities. They aie headed 
by a federal deputy (Retchsheauftraglet) They are, to repeat, solely con- 
cerned with rationing and thereby also with foieign tiade 
Some examples may clarify the natuie of then task 
By a decree of 13 August 1934, a ‘supervisory office for iron and steel’ 
was created, which is now a Retchsstelle * The ‘federal agency foi non 
and steel’ may issue orders for the registration of mateiial It may 
regulate pioduction and issue a number of restrictions The ordcis of 
the Reichsstellen are numbered They fall into four categories, the most 
important of which are the so-called ‘directives’, which establish quota 
systems The directive number 25 of 25 January 1940 contains a codifica- 
tion of this quota system ci eating vanous types of quotas, and defining the 
bodies that act as quota agents. In this case, it is primarily the economic 
groups that are the quota agents A steel industrialist who needs iron 
or steel or any other material has to subrmt his demand to his economic 
group, which then decides whether or not he is to receive the supply 
There is a similar agency for paper,® created m September 1934 as a 
supervisory agency, now simply a Reichssielle This federal agency began 
as an office for restricting the import of cellulose, but of necessity it soon 
became an agency for the complete contiol of imports and of production. 
It issues regulations for purchasing, processing, packmg, and for the 
collection and utdization of old paper and packing material It has, 
since the outbreak of the war, attached all paper stocks It has finally 
caused the whole paper mdustry to organize mto eight cartels With the 
consent of the feder^ minister of economics, two ‘war deputies for pack- 
ing and paper material’ have been appomted 

There are at present thirty-one Reichsstellen, twenty-five of them in 
industry proper 

Smee the scarcity of raw materials was the most important problem 
of the German economy prior to this war, and is especially so durmg the 
war Itself, the function of the Rewksstellen has assumed paramount 
significance They arc the most influential federal offices for orgamzing 
specific branches of industry, and for war needs, especially for rationing 
of raw materials and for establishing a priorities system. But the Reichs- 
stellen have no executive organs of thfir own, and they could not cope 
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■vvittt the enormous amount of work involved Since the fall of 1939, they 
have therefoie begun to set up the so-called Verteilmigsstellen or distribut- 
ing agencies The task of the agencies is to carry out the rationing system 
witliin each specific industrial branch — that is, to allocate to the various 
mdustnal entei-prises such raw materials as may be needed and are at 
hand ■" 

In the fall of 1939 the Reichsstelle for the coal industry created twelve 
such distributing agencies, corresponding to and having the same 
personnel as the twelve coal syndicates The coal syndicates thereby 
became the distributing offices, determining how much coal is to be 
allocated to each consumer 

In the paper mdustry the Reichsstelle operates, as we have seen, 
through two war deputies, but also through the numerous distributing 
agencies, which are here, too, identical with the cartels, so that we have 
a complete identity between the business organi2abon of the paper 
mdustry (the cartels), the pohtical oiganization of the paper industry 
(the branch groups), and tlie state agency for allocating paper (the 
istributing offices) 

The set-up in the textile industry is somewhat different In this 
Industiy theie axe six such Retcksslellen, which, however, are co-ordmated 
by a ‘special deputy for yarn’. The six Reichsstellen have also set up 
distnbuting offices, but in this case the Reichsstellen could not fall back 
upon the cartels, since there arc practically no price cartels Because of 
tte, the branch and sub-branch groups have been made distributing 
agenaes 

In the battery industry, too, the battery cartel has simply been made 
the distributing office 

Preceding is a chart of the rather complicated war-time organization 
of German economic life f 


SUMMARY 

In this section we have been concerned solely with the autonomous 
organization of business in its pohtical aspects and with the structure of 
the state organs for the regulation of economic hfe We have rigidly 
excluded the stmeture of German busmess m its business activity. 

The autonomous organization of German busmess rests, as we saw, on 
two pillars, territoiial and functional, both of which are umted at the top 
in the national economic chamber and m the middle m the twenty-three 
economic chambers The controlhng influence of the state is vested m 

• The process of entrusting the raw matenal control to cartels goes on The 
federal coal cartel (Reichsvemntgung Kohle) and the federal cartel for chemi- 
cal fibres {Reichsvsretmgung Chemtsem Fasetn) have superseded the Reichsstellen, 
see Frankfurter Zeitnng, 5 Apnl 194a. 

f On price control see p 250 , on profit contiol see p 359 J on control of 
foreign trade and exchange see p a68 
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the general commissioner of economics, the ministry of economics, the 
Four-Year Plan office, the new provincial, and local economic and food 
offices. 

This stmctural analysis tells us little about the actual functioning of the 
economic machinery Nor does it reveal whether markets still operate, 
how extensive is the actual mflflcncc of the state, and in whose interest 
the machinery operates. All these questions are basic 

In theory, the state has unlmnted powei It could legally do almost 
anything, it could expropnate anybody If we take such legal pro- 
nouncements at then face value we shall indeed gam the impression that 
Germany is a state-capitalist country, in spite of the fact that we have not 
yet even mentioned the control of labour, of investments, and of the 
currency But law, like language, docs not always cxpiess leality , it often 
hides it The more obvious the contiadictions m a society, the moie the 
productivity of labour increases, the moie the monopolization of society 
progresses— the moie it is the function of law to veil and hide the 
antagonisms until it becomes almost impossible to pierce thiough the 
mass of words Yet this is exactly what must be done 


III 

THE MONOPOLISTIC ECONOMY 
I Property and Contract 
(economics and politicb) 

TouNDERSTANDthe nature of the National Socialist economic system, 
a few considerations on the relation between property and contract 
will piove helpful What is capitalism? How do we define it? Many 
identify capitalism with freedom of trade and contract, that is, with free 
competition. Capitalism is defined as an economy that is contmuously 
mamtained by the free imtiativc of a large number of entrepreneurs 
competing m a fiec market It is thereby identified with one phase of its 
development, competitive capitalism In that phase, free competition is 
held to be the distinguishing mark. This theoiy of capitalism is to a 
certain extent the classical one, though it has highly sigmficaut differences 
We propose to illustiate the nature of the economic system by an 
exammation of the institution of property By an institution, we mean 
an authoritarian or co-operative endurmg association of men or of men 
and pioperty, for the contmuation of social life This definition is purely 
descriptive, It has nothmg to do with institutionalist philosophies, with 
plurahsm, neo-Thomism, or syndicalism Our defimtion covers all kinds 
of institutions family, property, foundations, et cetera Above aH, it 
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defines the major institution of modem society, private propeity in the 
means of production Pioperty, foi a lawyer, is merely a subjective right 
that one man has against all others It endows the proprietor with abso- 
lute defensive rights The scope of man’s power over the things he owns 
IS, m prmciple, unlimited The owner is a soveieign 

But the sociologist has to distinguish between vai lous types of pioperty. 
The man who owns a house in which he lives, furmture which he uses, 
clothes which he wears, food which he eats, an automobile which he 
drives, has no other power than the direct possession of the things he owns 
He does not by virtue of his ownership control othei men’s lives Houses, 
food, clothes, and automobiles are not institutions, are not intended to 
endure. They disappeai or become valueless as they ate consumed oi 
used 

There is, however, a second type of propeity which is an institution, 
because it is an endurmg and authoritarian oigamzation foi the per- 
petuation and repioduction of society, property of the means of pro- 
duction In oui language, domination over means of consumption and 
means of production is called by the same name ‘property’ , the term has 
thus become the legal mask behmd which the owner of the means of 
production exercises power ovei other men The term pioperty (and 
ownership) never mdicates what kind of object and what kind of power 
lies behind it, whether it is restricted to control over things or whethei 
It also gives control over the fate of men Property in the means of pro- 
duction gives power power over workers, power over the consumers, 
power over the state Property m the means of production is enduring, 
It aids m the contmuous reproduction of society, it is the primary 
institution of modern society 

According to liberal ideas, if society is contmuously to reproduce itself, 
there must be a free market The pi ime requisites of the free market are 
flee entrepreneuis, fieedom of contract, and freedom of trade The 
owner must be able to sell and to purchase, to lend and to borrow, to 
hire and to dismiss Fieedom of contiact is, therefore, a supplementary 
or auxiliary guaiantee of piivate property It makes it possible foi the 
owner of tlie means of pioduction to produce and distribute A compet- 
itive society must also be based on fieedom of trade, the right to carry on 
one’s business without interference and to establish a competing busmess 
Freedom of trade is therefore another supplementary or auxiliary 
guarantee of property durmg the era of free competition It, too, aids 
m the reproduction of society In the process of competition, unfit 
competitors are thrown out, new establishments aiise Disturbances in 
equilibrium eliminate entrepreneuis who are not sufficiently lational 
in the conduct of their busmess , highei profits in one branch attract 
capital from other branches, thereby preserving the dynamic quality of a 
competitive society Freedom of trade and freedom of contract are thus 
integral elements in a competitive society. 



Hence propeity is surrounded by supplementary and auxiliary guaran- 
tees and by supplementary and auxiliary institutions, which make the 
opei ation of this major institution possible They are at the service of Ihc 
majoi institution, property, and aie, in consequence, changed when the 
institution changes its function Thus they are not meiely juristic 
categories, as they are conceived to be today The iiatuial lawyeis of the 
seventeenth century and the classical economists of the eighteenth century 
clearly lealizcd that fieedom of contract and fieedom of trade are not 
simply legal categories but exeicise specific social functions Present-day 
apologists of economic libeialism maintain that fieedom of contract 
implies the right to establish mdusliial combinations, to erect caitcis, 
concerns, and trusts They believe that freedom of ttade exists even 
when a bianch of industry is so completely monopolized that freedom of 
trade becomes a mcie formal right They maintain that competition 
implies j.he right to eliminate competing businesses and to establish the 
prerogative of a monopolistic gioup 
This was not the view held by the classical economists 'One individual 
must nevei prefei himself so much even to any othei individual as to 
hurt or injuie that other in oidei to benefit himself, though the benefit 
of the one should be much greatei than the hurt or injuiy of the other ’ 
‘In the race for wealth and honoui and pi eferment, each may run as hard 
as he can and strain every nerve and every muscle m order to outstrip 
all his competitors, but if he should justle oi throw down any of them, the 
indulgence of the spectators is entiiely at an end In these statements, 
Adam Smith intioduces a distinction between two kmds of competition, 
one based on efficiency and the othei based on the destruction of the 
competitor He does not toleiate unfettered competition, since, m the 
theory of Adam Smith, competition is more than a right of the entre- 
preneur it IS the basic device for the continuous reproduction of society 
on an evei higher level But this necessarily presupposes the absence of 
monopolies. Freedom of contract does not unply the ught to establish 
industrial combinations, fieedom of contract is the form of ‘fiee com- 
modities’. Where the commodities are not free, where they are mono- 
polized, governmental mterfeience must take place ‘Foi a free com- 
modity there is no occasion foi this [governmental inteifeience], 
but iL IS necessary foi bakers who may agree among themselves to make the 
quantity and prices what they please.’^ 

Yet the assumptions under w'hich the classical economists are wilhng 
to guarantee fieedom aie still wider m character They lefer to the basic 
institution of society, to private property Monopohes aic lepudiated as 
mcompatible with the economic and social system, exceptions bemg 
allowed only for colonies, and even heie only for a transitional period 
As for the laws passed during the mercantilist period for protectrog 
monopohes— ‘like the laws of Diaco, these laws may be said to be written 
in blood’ ^ Even the jomt stock corporation is rejected in principle and 



allowed only for four economic activities banking, insurance, the build- 
ing and navigation of canals, and the water supply of great cities ® It is 
characteristic of the profound sociological insight of Adam Smith that 
■he consideis joint stock corporations legitimate only because m these 
activities the initiative of the entrepreneur has become unnecessaiy 
-since the economic activity has been reduced to a mere routine 

The mechanism of the classical system is based, therefore, on the 
assumptioh of a large number of entrepreneurs of about equal strength, 
freely competing with each othei on the basis of fieedom of contract 
and freedom of tiade, with the entrepieneur investing his capital and his 
labour for the puipose of his economic ends, and bearing the economic 
risks involved. 

In this stage of society, fieedom of contiact was indeed the means by 
which society was held together The contract was then the form 
through which the ownei exercised his liberty and it was at the same 
time the means of ending the isolation m which each owner finds himself 
‘To brmg about that I may own property, not only by means of a thing 
and my own subjective will but by means of anothei will and thereby 
a common will — this constitutes the sphere of contract In Hegel’s 
words, therefore, contract is the form m which society recogmzes 
property and by which the property-owners constitute society 

It is characteristic of the later development of capitalism that it 
completely divorced the juristic categories of freedom of contract and 
freedom of trade from the socio-economic background and theieby 
made the juristic categories absolute. Freedom of contract, the means by 
which free competition was secured, became the device by which it has 
been destroyed. Legal theory and practice, even more so m Europe than 
in the United States, separated the legal notion ‘freedom of trade’ from 
the socio-economic requirements Freedom of contract became the 
means of and the justification foi the formation of industrial combina- 
tions, announcing the end of free competition In the same way, free- 
dom of trade degenerated into a mechamsm for mamtaimng economic 
pnvileges and preiogatives. Its existence was asserted even in those 
branches of industry m which, because of the immense capital mvest- 
ment in one plant, no outsider could hope to establish a competing busi- 
ness, since he could not put up the necessary capital. Freedom of trade 
was perverted into a slogan for the defence of economic prerogatives and 
against state mtervention 

Tins IS one side of the development, but there is a second which is 
perhaps still more characteristic. Freedom of contract, although long 
disputed, implies the nght to form trade unions and to oppose the power 
of the monopolist by the collective power of labour Freedom of tiade 
also imphes the right of any entrepreneur to leave a combination and to 
re-establish his economic freedom, thereby endangering monopolistic 
possessions Although it has lost much of its actual content, it sfill 
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allows the establishment of competing business, once again endangering 
monopolistic privileges. These rights assume an especially dangerous 
form of monopolistic privileges m periods of recession and depression. 
The more perfect and rigid the structure of the economy becomes, the 
moie sensitive it is to cyclical changes. A severe depression will inevitably 
shatter monopohstic positions Cartels will be dissolved, outsiders will re- 
mam aloof, laboui unions will fight off cuts in wages, 25rotected by the 
sanctity of contracts In such periods, the free contract, the freedom to 
keep aloof from the monopolists, turns into a major weapon against them. 

Moreover, the new technology requires enonnous investments, which 
involve risks and may give but uncertain returns Only rich and powerful 
corporations will be able to make such investments, and their wilhngnesa 
to do so will depend upon what protection they leceive — against cut- 
throat competition and the chiseller, even against competition as such. 
They may — and do— even demand specific guarantees fiom the state, 
m the form of guarantees of profit or turnover, of permission to write off 
investments m a short tune, even m the form of outught subsidies. 
Outsiders, new competitois, labour unions — all these manifestations of 
freedom of trade and contract are then a nuisance They must be 
destroyed. 

For both sides, therefore— for the large masses and the small business- 
man on the one hand and the monopohstic poweis on the othei— state 
mtervention in economic life becomes the major problem. The large 
masses and the small busmess-raan will call m the state machinery for their 
protection They will demand interference m the freedom of contract 
and freedom of trade in order to halt monopobzation or even to dissolve 
existing industrial combines. By that demand they are merely drawing 
the consequences of the views of the classical economists But in this 
situation monopolists will demand abrogation of freedom of contract 
and freedom of trade. They will insist that the nght of industrial 
enterprises to leave cartels or to stay aloof from them means rum for the 
economic system They will point out that the freedom of labour to 
orgamze increases the costs of production and theieby the puce of 
commodities They wiU therefoie demand complete abiogation of 
economic liberty 

In the period of monopolization, the new auxiliary guarantee of 
property is no longer the contract but the admimstrative act, the form 
in winch the state interferes But because that is so, it is the form and 
the content of the interventionist measure that now assumes supreme 
importance. Who is to mterfere and on whose behalf becomes the most 
important question for modern society The possession of the state 
machineiy is thus the pivotal position around which everything else 
revolves This is the only possible meaning of primacy of politics over 
economics. Shall the state crush monopolistic possessions, shall it restrict 
* Seep 237. 



them for the sake of the masses, oi shall mtetfeience be used to strengthen 
the monopolistic position, to aid in the complete mcorporation of all 
busmeas activities into the network of mdustrial oiganizations^ Shall 
the state become the weapon by which the masses will be made com- 
pletely s ubse ivient to the policies of the mdustrial empires within itJL,___ 
The aims of the monopolistic powers could not be carried out m a 
system of pohtical demociacy, at least not in Germany The Social 
Democratic party and the tiade unions, though they had lost their 
aggressive nuhtancy, were still powerful enough to defend their gams 
Their defensive strength made it impossible to place the whole machinery 
of the state at the service of one paiticular group in society Similarly, 
the National Socialist party could not possibly cairy out its economic 
policy on a democratic basis Its piopaganda and programme were 
ostensibly aimed at protectmg the small and medium-scale enti epreneur, 
handicraftsman, and trader — ^that is, those very groups that have 
suffered most under the National Socialist regime The complete 
subjugation of the state by the industrial lulers could only be earned 
out in a political organization in which there was no control fiom below, 
whidh lacked autonomous mass organizations and freedom of ci iticism 
It was one of the functions of National Socialism to suppress and eliminate 
pohtical and economic liberty by means of the new auxiliary guaiantees 
of property, by the command, by the administrative act, thus forcing the 
whole economic activity of Germany mto the network of industrial 
combinations run by the industrial magnates 
The German economy of today has two broad and striking character- 
istics. It is a monopolistic economy — and a command economy It is a 
private capitalistic economy, regimented by the totahtanan state We 
suggest as a name best to describe it, ‘Totahtanan Monopoly Capitalism’. 


a The Cartel Policy of National Socialism 

THE BRUNING DICTATORSHIP AND THE CARTEL 

The first stage of the National Socialist cartel pohey is a direct verifica- 
tion of our thesis The cartel system, giavely endangered durmg the 
great depression, has been saved by National Socialism Befoi e analyzing 
National Socialist cartel policy, it will be helpful to make a few pie- 
limmary lemaiks about the depression policy of the Biuning, Papen, and 
Schleicher administrations 

In 1930, the government was faced with a ddemma It could attack 
the existing cartel sjatem, dissolve the cartels, and bring puces down to 
the world-maikct level, 01 it could mamtam the existing system at the 
expense of the large masses of consumers This dilemma could not be 
solved by the successive governments between 1930 and 1933 because 



none of them had a parliamentary majority The cartel policy of the 
period 1930-33 was therefore characterized by the most contradictory 
features It began with a presidential decree of 26 July 1930, which was 
directed against the system of bound or fixed prices This decree 'gave 
the cabinet power to void existing cartel agreements or portions of them 
and to enjoin cartels fiom carrying out certain piacticcs This not only 
covered genuine cai tel agreements but also, for the first time, vertical 
agreements, that is to say, individual contracts between producers, whole- 
salers, and retailers for the purpose of fixmg and maintaining a price 
structure Further, all agreements and devices with similar economic 
effects, even if they did not fall strictly within the range of the decree, 
were actually covered by it, and this included agreements between 
mdependent producers, or associabons of entrepreneurs Finally, the 
cabinet was empowered to lower or abolish taiiffs in ordei to facilitate 
the dissolution of cartels or reductions in pnees The official press 
release that accompanied the decree stated ‘It is generally agreed that 
the real adjustment of artificially fixed prices to the altered economic 
situabon and to the dechne in purchasing power as well as to the burden 
of such business circles as arc engaged m unrestricted competition, is 
proceeding at too slow a pace and in too limited a degree ’ The release, 
besides, reproached the cartels foi the dislocation in the relation between 
prices and services, and asserted that recovery was hmdered by the caitel 
and price system This emergency deciee, taken at its face value, 
constitutes a considerable step towards an active economic policy It 
freed the federal government from any control by the cartel tribunal, and 
the government could now act without filing a motion with the cartel 
tribunal In this way the caitcl policy could be completely co-orduiated 
with the general governmental econormc policy Yet the results of the 
decree were extraordinarily meagre Only one cartel was dissolved, 
the Ugmte cartel, and that because it had been attacked for many years 
and had been investigated by a special professorial commission which 
charged it with wholly unreasonable piactices The decisive power 
that the emergency decree gave to the federal government, to abolish 
or lower taiiffs in order to break down cartel prices, was never utilized. 

The failure of the emergency decree soon led the government to seek 
other ways of breaking the caitel price structure On the basis of the 
presidential emergency act, the cabinet issued on 16 January 1931 a 
decree attacking the price structuie of trade-marked articles All price 
agreements on trade-marked articles were voided unless the prices were 
cut down by 10 per cent below the level of 1 July 1930 They were also 
voided if the price agi cements prevented wholesalers and retailers from 
grantmg their customers such additional discounts as they were allowed 
to grant on i July 1930 Gertam commodities were exempted fiom the 
decree, which also prohibited punitive measures against organizations, 
especi^y co-operatives, which granted their members certain rebates. 



Since this decree was restiicted to trade-marked articles, it did not, of 
course, affect the puce structure to any marked extent. 

For this reason, on 8 December 1931 the president issued the fourth 
emeigency decree, loweiing all fixed prices to 10 per cent below their 
level on 30 June 1931 , at the same time wages fixed by collective 
— agrecnieiits"^ererTedaced~proportionateIy Bruning’s ominous defla- 
tiomst policy was now under way This fourth emergency decree also 
appointed a price commissionei for supervising the prices of those com- 
modities and services that weie important in daily needs An executive 
decree of the same date defined the precise powers of the commissioner 
If prices weie too high, he could lower them Violators could be punished 
by imprisonment and fines The commissioner could close down a plant 
if the owner was unreliable He could order that prices in plants and 
stoies be posted 01 that price tags be affixed to commodities In a very 
small field of commodities and services, the commissioner thus had full 
powers to do whatever he thought best But this system, too, proved 
a complete failuie The trade associations refused to co-opeiate, al- 
though they did not make an open attack An analysis of the lulings of 
the commissioner shows, for instance, that he set maximum fees foi 
chinmey-Swecps, a concession to the house-owners whose suppoit the 
cabinet needed He loweied the price of bottled and drauglit bcei, a 
concession to the sepaiatiomst Bavaiians, for whom beer is food. He 
lowered the puce of wall-paper, mineral water, and sea food He issued a 
large number of rulings ordering the postmg of puce laws and labels 
But that IS all he did 

With the one exception of leducing the price level by 10 per cent, no 
effective measures were or could be taken by the three pie-Nazi semi- 
dictatonal governments of Biunmg, von Papen, and von Schleichei 
Their pohey was that of a tightiope walker over a deep abyss 

THE PURGE OF THE CHISELLER 

The National Socialist legime came to power 30 January 1933 and 
at once imtiatcd a cartel policy that satisfied aU the leqmiemcnts of the 
industiial combines The first caitel deciee was issued on 15 July 1933. 
Wheieas the caitel emergency decree of 26 July 1930 was merely an 
emergency act, the statute of 15 July 1933 peimanently changed the 
cartel decree of 1923 It eliminated the cartel tribunal from all actions 
that the goveinment intended to talie against caitels, lestrictmg its 
sphere to disputes between mcmbeis, and members and outsideis 
German industry had always attacked section 9 of the cartel decree, 
the so-called preventive censorship on boycotts, and similar mcasiues 
The statute of 1933 changed section 9 by addmg a new paragraph 

‘No unreasonable restriction on economic freedom [of the firm against 
- whom the boycott is threatened] exists, if the business of the party 



concerned rs managed by persons who do not possess the rehabdity 
necessary in busmess Unreliability exists if, in the business of the 
party concerned, commodities and services are offered or sold 
at prices which must be held to be econoimcally unjustified m view 
of the interests of the business as well as those of the national economy 
or of the common welfare, and if a continuation of such price practices 
IS to be expected ’ 

The new statute thus allows cartels to destroy unreliable competitors 
by means of boycotts or similar measures It aims at the exclusion of 
all unrehable busmess-men fiom the economic system, and it finds un- 
rehability wherever a competitor sells below justified prices, even if he 
IS not bound by any price agreement The puce-cutter can thus be 
exteimmated by piivate power with the sanction of the state Howevei, 
the extermination of the price-cutter is not provided foi in a planned 
or direct mannei It is not the state that purifies the economic system 
The death sentence is pronounced by a private orgamzation, although 
the president of the cat tel tiibunal has to give his consent, 

■liiis purification is duected exclusively against the small retailer, 
wholesaler, and handicraftsman It is a regular feature of the National 
Socialist policy of elimmation of the mefficient business-man, that is, the 
busmess-man whose plant is not big enough to give him a decent hving 
or mateiiaUy to contribute towards preparedness and war. At this stage 
we shall confine ourselves to drawing attention to the purification carri^ 
out by the cartels sanctioned by the state, and not by the state itself, 
two such examples must suffice The cartel agreement in the German 
radio industry of August 1934 and February 1936’ provides that only 
recogmzed wholesaleis and retailers may be supplied with leceiving sets 
and that no new traders may be admitted. In consequence, the number 
of wholesalers dechned from about 800-900 m 1933 to 598 m 1939, while 
withm the year 1938 the number of retailers dechned from 31,800 to 
87 j 590 * Recognition is given only to a rehable trader, that is, one 
who IS personally, economically, and financially reliable. To be financially 
leliable, a wholesaler must have a capital of at least 30,000 marks and he 
must provide this out of his own means, and may not, there foie, boirow it. 
The solution m the cigaiette industry is just as extieme According to the 
cartel chartei of 31 December 1938,“ only letailers who have an annual 
average tobacco turnover valued at not less than 5,000 maiks are entitled 
to be supphed directly by the manufacturer In the case undei review, 
the federal economic tribunal (which has taken the place of the cartel 
tribunal, now dissolved) denied that right to a grocer and innkeeper, 
although there was but one tobacco outlet in his village and although the 
application was supported by the local National Socialist leader. These 
two examples indicate clearly that the newly won organizational power 
of the cartel is utilized for ‘combu^ out’ the small business-man 
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The positwa of the ‘unreliable business-man’ wasfuithei endangcied 
by the weatenmg of the picventive censorship An executive deciee of 
5 Septembei 1934 declared that the filing of a motion wth the caitel 
tnhunalj whethei by members or by outsiders, against intended boy- 
cotting measures no longei had suspensive effect The organizational 
power of the cartel was, by the statute of 15 July 19331 enormously 
strengthened 


COMPULSORY CAUTELLIZATION 

On the same date, a second cartel statute was enacted, introducing 
compulsory cartellization. The federal mimstei of economics was given 
the power to create compulsory cartels, to compel outsiders to attach 
themselves to existing cartels, to piohibit the erection of new enterprises 
and the extension of existmg enterprises either m size or capacity, and to 
regulate the capacity of existing plants No indemnification is allowed 
for damages arising out of such acts 

Compulsory caitelhzation is nothing new in German economic 
history We mention only the coal and potash caitels and compulsory 
cartels foi staich, matches, milk, beet sugar, inland navigation, and corn 
But the previous compubory cartels were always based on special 
statutes, and thereby subject to parliamentaiy debate and parliamentary 
control, wheieas the statute of 15 July 1933 gives the mimster of eco- 
nomics tmlimited and arbitrary power of compulsoiy cat telhzation It is 
not surprising that we find idenffcal laws m Italy (June 193a) and in 
Japan (April 1931). 

What are the aims of this decree? The ofiicial press release bears out 
our view that cartels are orgamzed forms of waste It says ‘The 
severe depression hanging over the German economy has struck most 
severely at those branches of industry that have a productive capacity 
far in excess of present marketing possibilities Intensified competition 
and the low price level resultant therefrom . have brought nearer 
the point at which the rum of enterprises valuable to our national 
economy is threatened ’ In consequence, compulsory cartellization is 
necessary The state must receive gi eater power in order to prevent 
the closing doivn of plants and the slashing of prices, to preserve such 
enterprises and such industries that are endangered by competition 
because they are over-capitalized and have excess capacity Three 
different powers are* thus vested in the minister of economics — the 
creation of new compulsoiy cartels, the attachment of outsiders to exist- 
mg cartels, and the prohibition both of new establishments and of the 
extension of existing plant capacity Private organizations for restricting 
capacity and for subordinatmg whole mdustnes to the wishes and com- 
mands of the monopolistic rulers have thereby received ofiicial sanction. 
The National Socialist state thus brought to its logical conclusion a 
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development initiated many decades ago, namely, that the organization 
of industry in cartels is a belter and higher form of mdustnal organiza- 
tion An intelligent National Socialist economist summed up* ‘The 
compulsory order, with the help of the state’s soveieignty, gives the cartel 
a power which it could not obtain on a voluntary basis 
The compulsory-cai telhzation decree is again pi imarily dii ected against 
the small and medium-scale business-men, who are often reluctant 
voluntarily to join tlie cartel and thus are now completely suboidmated 
to the demands of the powerful concerns Resistance to cartellization also 
aiiscs out of the antagonism between pure and mixed plants, that is, 
between enterprises pioducing but a single type of commodity and 
vertical concerns turning out the whole range of raw materials, production 
goods, and consumer commodities It is agam agamst the independent 
business-man that the new powei of the state is applied This is a direct 
contravention of the official cartel ideology, which considers cartels as 
organizations for protecting small and medium-scale busmess-men. 

A National Socialist investigation into the application of the compul- 
sory cartellizatioil decree up to 1937 confirms our point of view,^*’ 
Theie aie dozens, nay, hundreds of such decrees prohibiting the establish- 
ment of new plants or the extension of existmg ones or compulsorily 
creating cartels In the cement industiy, for instance, the old dream of the 
cement magnates has finally come true For years, the cement cartels 
fought bitter and expensive fights against outsiders, who, atti acted by the 
high profits that the caitel structure made possible, established new mills 
or merely threatened to do so, which they could easily do since the raw 
material is plentiful and the capital requirement low Millions had to be 
sacrificed by the cartels to buy off such actual or would-be competitors 
On 12 Decembei 1940,^1 the four regional cement cartels were compul- 
sorily joined to a German cement umou covering the whole teiritory 
and comprising every manufacturer The paper industry was protected 
by a decree prohibitmg the creation of new or the expansion of existing 
plants The prmting industry, which has suffered severely since Dr 
Goebbels monopolized printing, was protected by a compulsory cartclhza- 
tion, thus prohibiting outsideis from underbidding In the course of 
the purification of the letail and wholesale business, which we shall 
discuss latei, the oidei of 15 Januaiy 1940 prohibited with but a few 
exceptions the estabhshment or the taking ovei of commercial enterprises, 
and made such acts dependent upon previous consent The hfe of all 
iron caitels has been compulsoiily extended There are mnumerable 
restrictions of this kind m almost every branch of trade and mdustry, 
duly reported by the Kartell-Rmdschau 
We see, then, that the statute for compulsory cartellization maintains 
and sohdifies the existing organizational patterns In the first stage of 
National Socialist econoimc pohey, the object was to secure the profits 
of the industrial combines even wiili the reduced volume of pioduction. 
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In this respect, therefore. National Sociabst policy 13 not different from 
that of the pre-Hitler crisis cabinets. It merely carries their policies to a 
radical conclusion. 


PREPAREDNESS, WAR, AND CARTELS 

With the enactment of the Four-Year Plan on 18 October 1936, the 
economic pohcy of National Socialism changed, now aiming at full 
employment and the utilization of all resources for preparedness. The 
place of the cartels m the prepaiedness and in the war economy has, 
consequently, also changed The Four-Year Plan cleciee is very brief 
and does not give any concrete mdication of the course of the cartel 
policy. It runs 

‘The realization of the Four-Year Plan, which I promulgated at 
the party conference for honour, requires a unified direction of all 
the forces of the German people and a rigid concentration of all the 
competences of party and state, 

‘I entrust the carrjung out of the Foui-Year Plan to Piime Minister 
Colonel-General Goiing 

‘Prime Mimster Colonel-General Goring will issue the measures 
necessary for the peifoimance of the task assigned to him, and to 
that extent he has the right to issue executive decrees and general 
administrative regulations He is entitled to heai and to give orders 
to all authorities, includmg tlie supicme federal authorities, to all 
offices of the party, to its organs and afiiliatcd orgamzations ’ 

The aim of the Four-Yeai Plan is necessarily in contradiction to the 
traditional character of the cartels For the essence of tlie cai tel economy, 
the very reason for compulsory cartellization, is the restriction of produc- 
tive capacity. For this leason, cartel organization was rejected by many 
leading German industrialists Dr Schacht, for instance, stated as early 
as 1903 that ‘cartel means stagnation Trust means progress and pro- 
duction Cartels are notbmg but mutual associations for tlie assurance 
of profit Schacht conceived cartels to be organs of a dechrung 
economy and mcompatible with an expanding economic system The 
goal of the Four-Year Plan, on the contrary, is increase m output and 
productive capacity and the full rationabzation of German industiy 
This very antagonism between the official aim of the economic policy 
and the traditional pohcy of the cartels found expression time and again 
m outbursts by National Socialist leaders At a meetmg of the federal 
peasant orgamzation on 27 November 1938, Secretary of State for Agri- 
culture Backe expressed a preference for vertical forms of orgamzation, 
in other words foi full trustification Only such forms, he said, could 
solve Germany’s economic problems.^® An even more significant 
Statement was made by Dr Rudolf Bnnkmann, secretary of state m the 



ministry of economics, on 2X October 1938.” His programmatic speech 
viewed the whole economic policy, the relation between the stale and the 
economy, with unprecedented clarity Bimkmann began fiom the assei- 
tion common to aU libeial theory, that the state and the economy are 
two different systems with two difleient spheres of influence, tw o different 
tasks, and two different organizations The economic policy of Germany 
was not that of mercantilism, although he admitted a similarity m Sie 
methods applied and m the extent of governmental activity m the 
economic sphere National Socialism, Biinkmann continued, believes 
m the free peisonahty woiking within the fiamewoik of an older that 
IS not and must not be bureaucratic However, he admitted that the 
state was forced to create ‘a frightening abundance of admmistiativc 
agencies’ But cartels, m his view, were equally subject to that enl. 
‘The moie the genuine National Socialist economic spiiit gams the 
upper hand— and it will be seen that it does get tlic upper hand — the 
more readiness there will be for fiec submission . . . to genuine economic 
necessities and many bureaucratic agencies will be replaced by self lesponsibih^ 
of the economy [italicized m tlie original] True socialism, it must be statedj 
IS a fight against arbitrarmess and for hue efficiency ’ The piofit mobve 
IS still strong and decisive Free imtiative, m Brinkmann’s view, is bound 
up with the existence of small and imddle business-men But he is forced 
to admit that small and medium-scale business is m a state of decline. 
Powerful private organizations continue to exist and to use the state 
soveieignty to sohdify then poweis Monopolistic organizations dictating 
pnees actually live on subsidies paid out of the pocket of the mass of the 
people 

From that point Brinkmann piocceds to a seveie indictment of the 
cartel svstem. The stabihzation of caitel prices leads, he believes, to a 
much greatei sensitivity of free puces It then becomes impossible to 
secui e a soimd relation between bound and free prices. Higli cai tel prices 
do not contribute to the furtherance of rationalization. Q,uota caitels 
especially, by rigidly fixing the output of caitel members, compel their 
most rationalized membeis to woik on umationalized Imes. Worst of all, 
m his view, is the fact that in a peiiod of full employment, the caitel 
system pi events the automatic and complete 1 eduction of the costs of 
production, hmdeis a higher slandaid of life foi the mass of the people, 
and prevents the use of a new gcnciation of entiepicncuis II the caitcl 
system continues to fail, the state will have to icsoit to sl< iiici measures. 
It will not nationalize industry, because National Socialmn believes 
in a ‘spiritual’ and not in a ‘materialistic’ nationalization of the economy. 
That IS why the state has re-transferred to private coipoi aliens its hold- 
ings in private banks and m United Steel Tiust But the state must 
assume additional responsibility if the diive foi high pioductivity and 
for the full utilization of all available resources is not to be luampeied 
by the cartel system. 



CARTELS 


GROUPS 


Gaitek have indeed become the organs foi attaining full emplo>ment 
with the collaboration and under the pressme of tlie state They have 
become so because now more than ever before they are simply the mask 
hiding the power of the mdustiial empiies, which have theieby secured 
ciiiitrol of the political stmetme of business 
We have alicady mentioned that the corporative oigamzation of 
business was stopped because the caitels used the new ideology for 
exterminating outsiders and extendmg then net over whole branches 
of industry and tiade Some National Socialist commentators have 
expressed then hatred of the ‘process of degeneration and falsification 
caused by the corruption of the state by the cartels’ Though the cor- 
porative orgamzation has been stoppedj the delivery of the political 
organs to the caitels stdl goes on One point ofsupieme significance has 
to be lemembered in discussing the relation between business and its 
political orgamzation In the cartel oiganizations, in the tiusts, m tlie 
combines, and in the jomt stock corporations, the leadeiship principle 
does not pievail In all these organizations the majority decides But in 
the cartels the majority is not a majority of the members, but one of 
quotas, either of production oi of sales quotas The bigger the quota, 
the bigger the voting power ♦ By logical necessity, theiefore, cartels 
are dominated by the biggest members It is they who use the semi- 
democratic form, of the cartels for seizing control of the pohtical organiza- 
tion of business 

This situation has often been criticized In fact, no facet of the eco- 
nomic organization has received so much attention as the power that 
the cartels exeicise over public, pohtical, estate, corporate, self-governing 
01 autonomous bodies of business ‘It is true that m the trade associations 
[groups] the known identity of the peisonnel of trade associations and 
cai tels has played an exceptionally important role and has, in practice, 
had the result that the influence and power of the public orgamzations 
whicli should not regulate the market, has been utilized to strengthen 
the private power of the cartels’ — so writes the Frankfurter Z^itung One 
of the best observeis of stiuctuial changes in the National Socialist 
economy comes to the conclusion 

‘Theie appears to be a union between trade associations and cartels, 
which implies that the organization in its lower and therefore in its 
decisive stage is bound from the very beginning to the furtherance of 
existing cartels The piesent stale has seriously weakened the position 
of the outsiders, since the leadei of the trade association thus has 
authority as the lepiesentative of a compulsoiy orgamzation and so 
contributes to the strengthening and domination of the cartel. Cartels 
* See below, p 225 



have sometimes been directly organized by the groups [electrical 
industry and automobile tiade] m order to be able to carry out 
cartellization measures This procedure seems to have begun par- 
ticularly m various sections of trade which were not previously 
cartellized 

Time and agam has the complaint been received that the cartels 
dominate the groups and not vice versa 
The groups have obtained a number of rights ovei the cartels — and 
that constitutes primarily what the Germans undei stand by ‘ordering 
of the market’ The groups are entitled to obtain information from the 
cartels, to examme their prices, quotas, and sales conditions, and to 
veto all cartel decisions that are contrary to the economic principles 
evolved by the groups or by the federal government 
But the distinction between the regulation and the ordering of the 
market becomes less and less tenable smee the groups ‘may almost daily’^^ 
enter into marketing activities with the consent of the mimster of 
economics, and are, besides, vitally concerned with questions of foreign 
trade, which certainly comes within the scope of maiket regulation 
So the groups have, indeed, become supervisory organs of the cartels, 
but at the same time some have also turned into cartels it is therefore 
almost impossible to state where the task of the one begins and the other 
ends One fact, however, remains decisive it is stdl the cartel which, 
through interlocking personnel, lules the group 

As a result of this development, the federal minister of economics 
found himself compelled to issue a ruling demandmg ‘as far as possible’ 
a separation of the functions of group and cartel The statute of 27 
February 1934 forbade the groups to engage m marketing activities, 
and the ruhng of 2 July 1936 insisted that the cartels should avoid con- 
fusion with the groups The famous refoim decree of 12 November 1936 
insisted that the offices of group and cartel leaders and managers should 
not remam in the same hands, m order ‘to secure their impartiahty’ 
The mimster ordered the national economic chamber to icport to him 
up till 1 April 1937 how far there was stiU the same personnel occupying 
the leading positions in the groups and cartels, and whether this identity 
of peisonnel was necessary It is characteristic that nothing further has 
been heard of the reports of the federal economic chamber The minister’s 
rulmg adds that the groups, ‘built upon compulsory membership and the 
leadership principle, with their general economic tasks, stand above the 
marketing organizations and not beside them I theiefore intend to enhst 
the aid of the organizations of industry for supervising the marketing 
orgamzation, which, up to the present, has been earned out by myself. 
This applies to tlie groups and chambers The self-government of industi y 
shall feel itself responsible for seeing that the marketing organizations, 
in all their measures, act in accordance with the economic policy of the 



federal government Groups and chambeis have indeed increasingly 
become supemsory agents of J:he state but their contiol by the cartels 
and trusts has not been lessened — on the contiary, it has been stiength- 
ened The non law of capitalistic concentiation and the requirements 
of wai have been fai moie poweiful than the pious hopes of the mimstci 
of economics For it is duiing the wai itself that the intertwining of 
cartel and political authoiity has become moie intensified and wide- 
spread than ever before 'We have already discussed the composition 
and tasks of the distiibutive bodies that allocate raw materials and semi- 
finished products to consumeis Although the distnbutive agencies are 
juristically organs of public law and agents of the Reichsstellcn, they are 
eithei legally or factually identical with the caitels The wish uttered 
by the minister of economics and by many weU-meaning critics was 
incapable of fulfilment in the face of the cartel system Today the most 
important politico-economic activity m Germany — the allocation of 
law mateiials — is entrusted to private organizations lun by powerful 
monopolists 

This IS not all German industry has sought to sti engthen the orgamza- 
tional ties between the cartels and the groups Two examples will 
indicate the tiend One of the most recent and compiehensive cartels is 
the German salt union The statement announcing its establishment 
says that the chartei of the cartel introduces the leadership principle, 
adding however that the leader is elected and not appomted fiom above. 
The charter piovides that the leader of the branch group coveimg the 
salt mdustiy would automatically become the deputy leader of the cartel. 
In this case the close relation between cartel and gioup is accepted even 
in the charter of the cartel Only one case known to the present wiiter 
shows an apparently genume subordination of the cartels to the groups 
the glass industry, which, owing to the incorpoiation of the most pro- 
gressive European glass works of the Sudetenland, was faced with complete 
disruption In order to bnng order into the chaos, the federal deputy 
for the glass mdustry organized a glass trustee-corporation, wluch 
assumed leadership ovei all cartels and over the whole glass industry “5 

It is not surpiismg that, owing to the subordination of the pohtical 
structure of busmess to the caitels, the cartels have leceived a new name. 
They are alleged to repiesent a completely new type of oiganization 

The cartelhzation of German busmess is almost complete Cartels are 
fully recognized They exeicise public pohtical functions but are never- 
theless exempt from the pohtical leadership principle and remain under 
the control of then own members Statistics of the numerical growth 
of the cartels mean noUiing Between the outbreak of the piesent war 
and December 1940, twenty new cartels weie set up and between twenty 
and thirty dissolved These data are meaningless because they do not 
take mto account the rationalization of the cartel system, the mcorpora- 



tion of smaller into largei cai tels, the increase in size due to the incorpora- 
tion of the Sudetenland, Austna, and the Protectorate Though the 
number of cartels has not greatly increased, the range of acUvity of these 
caitels has become complete 


3 The Growth of Monopolies 

Who m turn rules the cartels? Are the cartels democratic organizations 
of approximately equally powerful business-men? Definitely not. They 
are much more the democratic mask that the mdustrial magnates use to 
disguise their autocratic powers Behmd the powerful cartel movement 
there is a still more powerful trend of centralization, which has reached 
a scale never dreamed of before. The cartel structure is not democratic 
but autocratic Cartel decisions are reached by a majonty of quotas 
and not of votes In the Uppei Silesian coal syndicate, for instance,*® 
100,000 tons of production give one vote The production m 1928 
amounted to 26,000,000 tons, shared by four works, each producing 
between four and five milhon tons, by five works each producing between 
one and two milhons, and by one work produemg 200,000 tons. Of the 
260 votes, therefore, the four big woiks alone disposed of about 180 votes. 
This IS not at aU an extreme instance ** 

The process of monopolization has received an enoimous stimulus 
from a large number of factors The study of structural changes seems to 
indicate that there is scarcely any economic measure, of whatever 
nature, which does not ultimately conduce to concentiation and 
centralization 

In particular, the following factors are vital m that gigantic process • 
Aryanization , Germamzahon , technological changes; the weeding out 
of small and medium-scale busmess-men, and the corporate structure 
Apart fiom these factors, each of which will be discussed, theie is inherent 
in the bureaucratic structure of state and of business and in the scarcity 
of numerous matenals a trend towards the encouragement of the big 
and destruction of the small The state bureaucracies prefer deahng 
With one big business 01 with a few big businesses instead of with hundreds 
of small and medium businesses, which have many divergent interests If a 
system of pi ion ties has to be established, if raw matenals have to be 
allocated, the big businesses will mevitably fare better than the small 
enterpiises, and the ‘mixed combmes’, which have then own raw- 
mateual basis, better than the ‘pure’ ones It is obviously more im- 
portant to secuie the supply of a big corporation employmg thousands 
of workers than to keep a smaller factory runmng 
This tendency wiU be more marked the closer the relation between 
business and the state, piovided that, as in the case of Germany, big 
business runs the cartels and the groups 
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AK.YANIZATION 


The role of Aryanization has already been mentioned * National 
Socialist observers admit that the acquisition of Jewish pioperty played a 
considerable role in the expansion of the industrial combines, and that, 
m the textile industry, for instance, it even gave rise to new industrial 
combinations The beneficiaries of Jewish industries have, without 
exception, been the most influential industrialists Otto WolfF,®^ Friedrich 
Fhck,®“ and Mannesmann The profits that thus accrued to the new 
owners apparently stank to heaven A special decree had to be issued 
for the taxation of profits resulting from Aryanization But this deciee 
does not seem to have gone far enough A special ruhng of the minister 
of finance, on 6 February 1941, demanded the retroactive taxation of 
‘special cases of an especially aggravatmg kind’ Specific cases in which 
the profits are consideied excessive are thus to be leopened by the tax 
authorities, but the ruhng explicitly prohibited any reopemng of the 
general problem of profits deiived from Aryamzahon 


GEEMANIZATION 


Still more important is the increase m the power of the industrial 
combines which accrues by mcluding within their orbit all business 
in the conquered terntones A full survey would almost certamly bore 
the reader Some of the techniques 'have already been mentioned, 
the most important bemg the use of the cartel The process is by no 
means complete Only the surface of busmess in the conquered terntones 
has as yet been touched It is not only the Hermann GSnng works which 
benefit from conquest, but also the industnal magnates Two examples 
will show the extent to which pnvate property secures the benefits of 
conquest and the domination of German capital throughout the realm 
of Europe One is the estabhshment of the ‘Continental Oil Corporation’ 
in Berlm,35 which has been called ‘a model of a future organization of 
an enterprise’ The corporation is a holding corporation for all those oil 
interests outside German territory propei that Germany has aheady 
acqiured or may acqmre m the futuie The official report remarks that 
the acquisition of the Rumanian oil holdings from French and Belgian 
holders is soon to be expected The promoters*” are the most important 
Glerman banks and oil corporations Two of them are state-owned 
corporations The mitial capital of the corporation is 80,000,000 marks, 
and this may be increased to iso,ooo,ooo maiks, 50,000,000 marks are 
divided in personal shares carrying plurahty votes, 30,000,000 m bearer 
shares to be sold to the pubhc The personal shares, which are to be kept 
by the promoters, grant fifty times more voting power than the bearer 
shares, so that the domination of the promoters over the corporation 



cannot be broken even if the capital were increased to an inconceivable 
extent. The supervisoi'y council of this new corporation leads hke a hst 
of the new German elite Its mcmbcis are representatives of the party, 
the Secretaries of State Keppler and Neumann , of the mihtary bureau- 
ciacy, Generals Thomas and von Heemskeik, repiesentatives of the civil 
service, of the natural oil and synthetic oil pioducers, of the coal and 
lignite industry, of the banks, and of the groups It is headed by Minister 
of Economics Walther Funk The supervisory council is therefore an 
amalgamation of industiial leaders, high party leaders, representatives 
of the armed forces and of the ministerial bureaucracy The task of the 
new corporation is ‘to control the production, utilization, and transporta- 
tion of [Germany’s] oil needs’ {Frankfurter .^eitong) The National 
Sociahst commentators aie full of praise foi this new body, especially 
for the collaboiation between the government and business They 
piefer it to the old form of a mixed coiporation, in which pubhc and 
private capital jointly entered into specific economic undertakings 
They believe that by giving the government mfluence m the supervisory 
council, this organization can be made better to serve the interests of 
Germany than fiirough the capilahstic interest of the government They 
forget that this corporation, which, according to its charter, does not 
and will not dnll oil wells m Germany proper and does not and will 
not produce synthetic gasoline in Germany so as not to compete with the 
German oil producers, is solely concerned with the exploitation of oil 
in the conquered territories, acquired by the labour of the German 
workers and the blood of the Geiman people The piofits accrue solely 
to this giant corporation m which plurahty votes are an absolute guaran- 
tee of the power of the capitahstic promote! s 
As characteristic is the distiibution of the French heavy industiy in 
Loiraine The five blocks Heckingcn, Rombach, Gailshutte, Kneut- 
tmgen and Hagendmgen, have been equitably distiibuted among five 
German combines Stumm, Flick, Rochlmg, Klockner, and the Gdrmg 
Works, The five industrialists aie, it is true, at present merely trustees 
But the ofiicial announcement adds that the trustees will have the oppor- 
tunity to acquire then trusts aftci the establishment of peace 

TECHNOLOOICAL CHANGES aND MONOPOLIZATION 
Geimanization and Aiyamzation opened up new fields for the central- 
izing trends of German business, but they aie not the leal source Mono- 
polization IS primarily the result of piofound technological changes made 
since about 1930 We may go so far as to mamtain that the techno- 
logical changes during the past ten years have been of such an extent 
and profundity that they deserve the name industrial levolution The 
basis of this industrial revolution is the new chemical processes 

In German industry, mixed plants, that is, a combination of non and 



coal, mining, metallmgy, and engineermg, weze always decisive Goal 
was and is the basis of industrial production, and each Steel mill, each 
big machine-tool constiuction plant, fought for a coal basis Vciy soon 
the new methods of coal piocessmg made the acquisition of a coal basis 
a vital concern of the chemical industry The heavy mdustues were 
over-capitalized — ^we have continually stressed this fact Their expansion, 
even their further existence, was conditioned by slate help and by the 
mti oduction of new teclmological pi ocesses Stale help w as readily given 
between 1930 and 1933 We have shown that the maintenance of the 
cartel and tariff stiucture durmg that period and diiectly afteiwaids by 
subsidy amounted to savmg the industiial stmctuie The new technology 
provided the second outlet for progress But it did not start m the state 
bureaucracy, it oiigmated within the very mechamsm of capitalistic 
production, lefuting the belief of those who hold that capitalism has lost 
its dynamism While, however, the new technology origmated within 
that mechanism, it could not be utilized within it The initial costs 
involved are ti emendous The financial 1 isks that an enterprise shouldei s 
when, foi instance, it embarks upon the constiuction of a new coal pio- 
cessing plant are consideiable The investment may be completely lost, 
or no returns may be expected for yeais. It thus follows that only iich 
entcrpiises, preferably those that engage in diverse economic activities, 
can iisk such new investments and engage m new and untried pi ocesses 
But once a process has started m one combme, others are compelled 
to follow suit One instance may clarify the situation The leadmg 
potash combme, Wmtershall, a poweiful and rich enterprise, em- 
barked upon the election of a coal hydiogenation plant at a time 
when the risks involved weie extiemely heavy It could afford to 
do so, because its activities were extiemely divetsified (potash, coal, 
oil, lignite, and mumtions) The Thyssen combine, howevei, pri- 
marily a metallmgic concern with a coal basis, was near financial 
collapse when compelled to start a hydrogenation plant of its own (Gel- 
senberg-Benzin) Its financial position became so difficult that it had to 
suriender its Austrian holdings to the Hermann Gormg woiks, theieby 
preparing for the expropiiation of all Thyssen’s holdmgs after his flight 
from Germany This example may make clear why, on the basis of so 
monopolized an economic system, huge new investments often cannot be 
made without state assistance For that reason state assistance was, de- ^ 
manded by German industry, and that demand was fulfilled by th^ 
National Socialist state. True, the state gave it with leluctance “Jpfe 
endless claim for Reich guaiantees is a downright testimonium paupertatis 
to piivate initiative and to private busmess’s willmgness to bear respon- 
sibihties There surely lemam today and wiU remain m the future tasks 
that may not be undeitaken 01 earned out but as collective tasks, In 
the fulfilment of such tasks, private business must be given a big share. 
Besides this, however, a vast domain in which private business and the 
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pi iv ate business-man can exei t their efforts will not only be preserved, but 
m addition found anew to the very largest extent after the war.’ That is 
the view of Mimster of Economics Walther Funk « 

The new methods of processing coal, wood, straw, nitrogen, oil, and 
metals, aie the central featuies oi the new technology and they all le- 
quire considerable investments Moieover, the results of the new tech- 
nology ai e often unpredictable Cheimcal synthesis is the transformation 
of the structure of high molecular combinations, in order to pioduce new 
substances in which the molecules, though of an identical atomic com- 
position, comprehend differently constiucted gioups (polymers), that is, 
different chemical bodies with different chemical properties to be used 
for diffeient manufacturmg purposes Polymerization is carried out 
under a pressuie of hundreds of atmospheres, by an cxticmely costly 
machinery, and with uncertam results The financial expendituie in- 
volved leads in the first place to a complete concenti ation of all chemical 
industiies all ovei the world As a second consequence, the combines 
entering those new fields claim and leceive governmental support, 
thereb> stiengthemng and enlarging their powei 
But this very process also increases the power of all those combmes that 
control coal Coal is used for gasoline and oil production,*® for the manu- 
facturmg of synthetic rubber (Buna),*® and foi the production of plastics, 
and It IS also mdispensafale in making any other synthetic material Coal, 
once an abundant commodity, has become a scarcity 
The new chemical processes have allowed the motorization of the tians- 
port system and have thereby provided the requisites of the lightning 
wat They have necessitated an enormous expansion of the machine-tool 
industry, ** and at the same time have in turn compelled the introduction 
of considerable further technological changes, namely the replacement 
of heavy steel by new light metals The result is, to take one example, 
that the weight of a Diesel engine ofso h p could be reduced from 175 
kilogiams per b p to a mere 60 kilograms per h p ** 

There arc, besides, many technological dianges lliat, although not 
new, have now assumed consideiable pioportions We have alieady 
mentioned the glass industry, which, m the judgment of a vciy careful 
observei,*® is undeigoing a second industrial revolution. The entiie tex- 
tile industry has been revoluliomzed Rayon and cellulose wool have 
talecn anothei great share Filaments from straw and potato stall.3 are 
now beginning to be produced m considerable quantities *’ All this, in 
turn, has made enormous demands upon the electrical, non, steel, and 
machme industries, which have agam expanded *® Tins demand for 
more and more non led to the establishment of the Hermann Gflring 
works, with which we shall deal latei * But private industry followed and 
also turned to the exploitation of low-grade oies, thereby once more 
changing the metallurgical processes 
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We cannot hope to piesent an adequate picture of the teclinological 
changed and the technological progress achieved Capitalism has cei- 
tainly not lost its dynamism The era of m\entions is not at an end. It 
IS true that inventions are no longer, let us say, individuahstic, and that 
the inventor is no longer as a rule a smgle person but a team of workeis 
who aie set to woik foi tlie very purpose of mventmg Noi does a single 
invention any longei change the technological pattern , it is more often 
a whole series of interconnected inventions that levolutiomzes tech- 
nology The technological changes undoubtedly oiiginate in capitahstic 
competition, in the necessity foi each competitor perpetually to expand, 
lest he stagnate oi die Capitalistic economy, therefore, is not a meie 
routine, not a meie adimnistiative technique, its oiiginal diives aie still 
opeiatmg 

But the decisive diffeience lies in the fact that the very piocess of 
monopolization and the costliness and uncertainty of technological 
changes have made the help of the state indispensable It is certainly 
tiue that the state could, if it wanted, utilize this situation foi nationaliz- 
ing at least the new mdustiies. But National Socialism has not done that 
On the contraiy, the financial help given foi the establishment of new 
enterprises redounded primarily to the benefit of the long-established 
monopolists 


THE FINANCING OF THE NEW INDUSTRIES 

State financial help has taken various foi ms, such as guaiantees of 
profit or turnover, or permission to write off investments m a short 
period. These devices are not very diffeient from the methods that every 
modern capitalistic system uses in older to overcome the leluctance of 
business-men to undertake unknown iisks But Germany has also de- 
veloped new methods of financing the new technological piocesses, which 
led to so-called ‘community financing’ Its essence is the compulsion of 
the small and middle enliepreneui to finance the expansion of the big 
one 

The new technology has thus led to the creation of new types of entei- 
pnse, the most striking example of which is the coiporate structure of the 
new cellulose wool industry OiiginaUy only two such plants existed, one 
being mn by the dye trust, the other by the Glanzstoff Bemberg rayon 
combine New works appealed impeiative, and their regional distribu- 
tion was necessary since the consumers of cellulose wool are about equally 
distributed within the federal territory The capital for the establishment 
of the new works was taken up under moie or less piessure by the local 
textile factories The state then appointed experts for the management 
of the new corporations and sometimes secured for itself a small share of 
the imtial capital The shares, taken up with reluctance by the promoters, 
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soon turned into a boon, since they earned with them a quota for cellu- 
lose wool and thus secured raw matenal for the textile manufacturers. 
Because many small textile manufacturers bought the shares, they were 
fairly equally distributed, and the board of directors very soon became 
the real power,* the more so since the acquisition of new shares was de- 
pendent upon the consent of the minister of economics, who used his 
authority to strengthen the hold of the combines In mid- 1939 there 
were eleven cellulose wool plants Very soon afterwards they merged first 
into cai tels, then into combmes, and withm a year after the foundation 
only four such combmes remamed Besides the dye trust and the Glanz- 
stoff Bemberg combme, there was the Phnx group, dominated by the 
textile combine of Christian Dierich, while the fourth group is still domi- 
nated by the small and medium-size textile factories 

The financing of the lignite hydrogenation mdustry is even more strik- 
ing, The capital lequirements are immense and only tlic wealthy dye 
ti ust could take the risk of constructing such a plant (Leuna) By a decree 
of 28 September 1934, therefore, a ‘compulsory community of the lignite 
industry’ was created, composed of all hgnite mines with a yearly pro- 
duction of 400,000 tons or more The commumly then set up a joint 
stock corporation for the production of synthetic gasoline from hgnite, 
the so-called Braunkohlen-Benm (Brabag) Ten enterprises were attached, 
in contrast to the organization of the cellulose wool mdustry, m which 
hundreds of factories are co-ordinated The big ten control the whole 
production of synthetic gasoline from lignite With the exception of two 
state-owned works, only the powerful combmes are represented — ^Win- 
tershall, Count Schaffgotsch, Flick, the steel trusts, and the dye trust 
The supervisory body of the Brabag also leads like a list of the new 6hte 
The paitv hierarch, Secretary of State Keppler, is surrounded by dele- 
gates of the combmes, who are often leaders of their economic groups, 
by bankers, such as Kurt von Schrdder, the broker of the Papen and 
Hitler understanding of January 1933, and by ministerial bureaucrats — ■ 
but only four members of the supervisory body are civil servants or 
delegates of the state 

The new technology and the new financing methods have undoubtedly 
accentuated the process of monopolization 

THE ELIMINATION OF SMALL BUSINESS 

While the cartel system has aheady eliminated inefficient and unreli- 
able business-men, legislative measures have opened a frontal attack on 
the inefficient handicraftsman and retailer Two such decrees have been 
enacted, one for the ‘purification of retail trade’, on 16 March 1939,*® 
the other ‘for the carrymg out of the Four-Year Plan m the sphere of 
handicrafts’, on 22 February 1939.®® The aims of the decrees are two- 
* See p 233 t See p 217 



fold- to solidify the position of the healthy entrepreneur and to gain 
labour power InefBcicnt retailers and handiciaftsmen can be compul- 
sorily liquidated without mdcmmfication For retailers, the economic 
gioup carries out the hquidation m conjunction with the local party 
leader, the local labour exchange, and the trustee of labour Handicrafts 
are ‘purified’ by the chambers of handicrafts The ‘puiified’ retailer and 
handicraftsman become manual labourers, thus sinking from the level 
of mdependence to the lowest scale of the proletariat At the handicrafts 
conference of 7 May 1938, Minister of Economics Funk reported that 
90,448 out of 600,000 one-man plants had been closed in 1936 and 1937, 
and that this process was by no means at an end {Frankfurter Zettung, 
9 May 1938) In February 1939, Ministerial Councillor Di Munz men- 
tioned a figure of 104,000 closed one-man workshops and also added 
that the trend would contmue {Rhetntsch-WestpMlische 7 February 

1939) These figures refer to the situation prior to the enactment of the 
purification decrees Funk candidly stated that handicrafts had to bear 
the increase in the cost of production by a deciease m profits The abso- 
lute number of handiciafts enterprises fell from 1,734,000 in 1934 to 
1,471,000 on I April 1939 Figures for the decline of the retail trade 
arc difficult to gather But the federal coal commissioner, appointed by 
Gdrmg to raise the efficiency, has announced that the number of coeJ 
retailers (70,000) must be reduced by half in order to raise the profit- 
- ability of the remainmg membeis of trade 

This process is intensified by the pnce-control measures, which often 
shift burdens resulting from pnce cuts or price stabilization to the whole- 
sale and retail trader by either cutting down or freezing the trade 
margin.®^ * 

The trend moved sharply upwards duting the present war Many 
plants m the consumers' goods industries (textiles, leather, soap, choco- 
late, and so on) have been shut down Smce spring 1940, hundreds of 
thousands of workeis employed in the consumers’ goods mdustiies have 
been ‘combed out’ and transferred mto producers’ goods industries and 
into the auxiliary army (organization Todt and labour service). In 1940 
alone, 480,000 men were thus set free Some of the closed plants receive 
community help on the basis of the decree of ig February 1940, a finan- 
cial assistance collected by and withm the economic groups Others have 
been allowed to continue as meic distiibutive agents They had to give 
up production but are allowed to merchandise the products manufac- 
tured by the more efficient plants The trend in the consumers’ goods 
industries, produced by rationing, is thus m accoi dance with that in the 
producer’ goods industries, namely the wiping out of small and medium- 
scale business. 

The most recent example is the decree of 23 December 1941 {Frankfurter 
^iung 7 Februaiy 1941) cutting further down tlie trade margins for yams and 



This process is paitly desuabl^ if it is carried out with sufficient safe* 
guards For the economic position of the enormously swollen distributive 
agencies and of small handicrafts has indeed become untenable and in- 
curable In his book on llie social stratification of the German people, 
the German sociologist Theodor Geiger has distmguished three social 
types of handicraft and the retail trade the capitalist, the middle type, 
and the proletaroid. And, on the basis of the industrial census of 1925, be 
found the following ratio between them 

Handicrafts 4 5 — 65 5 — 30 o 

Retail Trade 2 4 — 65 o — 33 5 

According to these statistics, about one third of all relaileis and handi- 
craftsmen aie economically proletarians, although they are still inde- 
pendent busmess-men This antagonism between economic leabty and 
the demand for social prestige could not be and liad not been solved 
under the Weimar Republic National Socialism was compelled by the 
necessity of securing the consent of at least some sections of the middle 
classes to restore to them a sound economic position by destroying the 
smallest and most unpoveiished groups of the middle classes However 
bitter may be the descent into the stratum of the proletariat and however 
brutally the whole process may have been earned out, any other way was 
unthinkable But the profits accrued not only to the remammg sections 
of the middle classes, but also to big business, which, by freezing or even 
cuttmg trade maigins for tlie trader, was able to shift some of the burdens 
resulting from the price policy to the weakest gioups in society This 
whole process is not yet ended In fact theie seems to be a bitter discus- 
sion regardmg the future of the retail and wholesale trades, as may be 
seen from the passionate defence of the function of trade by the general 
manager of the national group that covers trade 


THE CORPORATION STRUCTURE 

The legal form in which the process of monopolization is carried out 
is the jomt stock corpoiation 

The American scholars, Bcrle and Means,®’ have shown m detail the 
techniques by which small amounts of capital are able to dominate large 
combines These devices have been known and practised in Germany 
ever since joint stock corpoiations played a major lolc Even the foim of 
the joint stock corporation is a departure fiom the principle of the free 
entrepreneur, and this -was recognized by Adam Smith. The modern 
corporation, whether monopohstic or not, has already clianged the func- 
tion of propel ty By the very form of the joml stock coiporation, the 
capital function is divorced from the administrative one and thereby 
creates the germ for the development of a managerial buieauciacy, de- 
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stioying that very coineratone of free competition, the ftee entrepreneur, 
who risks his capital and labour m order to achieve ceitam economic 
ends However, this divoice need not be harmful so long as the capi- 
talists, the stockholdeis, obtain control of the management — that is, so 
long as the corpoiations aie demociatic bodies But that is not and can- 
not be the case It was Walthei Ratheiiau who, in a little pamphlet 
entitled Vom Aktienwesen, diew attention to the fact that the democratic 
structure of the jomt stock corporation inevitably gives way to an 
authoritarian one WithiilWhe joint stock corporations the very same 
changes occur as m a political democracy Just as the cabinet becomes 
mdependent of parliament, so the board of diiectors establishes its sove- 
reignty over the stockholders Preferential stocks, voting by proxy (where 
the power of attorney is aheady contained in the conditions of the banks 
m which the stockholder deposits his stock), the very size of the corpora- 
tion, which makes it both impossible to convene meetmgs of thousands 
of stockholders and impossible for stockholders to attend, and a number 
of other devices have made the stockliolder powerless Just as m pailia- 
ment the power of the mdividual deputy gives way to that of pohtical 
parties bound by strict disciphne, so the stockholders’ meetmg is no 
longer a discussion between mdustrial capitalists, but a struggle between 
powerful monopolistic gioups, which bargain with the management and 
support It when their own ends are attamed 
The power of the management under the Weimar Repubhc was m 
many cases used for entirely selfish purposes, even sacrificing the well- 
being of the corporation proper and leadmg to enormous capital destruc- 
tion Only a hint can be given how the authoritarian power of the man- 
agement was misused The famous Schultheiss Brewery m Berlin was 
financially ruined by the chairman of its Vorstand (president), who, with 
the help of the banks, acquued the stock of his own corporation in older 
to facilitate a merger with an over-capitalized concern, a mixture of fac- 
tories, mills, cement works, and machme plants The ensuing loss of 

70.000. 000 marks had to be borne by the brewery, though the stock- 
holders and even the members of the supervisory boaid knew nothing of 
the tiansaction The famous insurance corporation of Frankfort-o -M 
was reduced to complete bankruptcy by its directors, who considered the 
corporation merely a pot from which to rob as much as possible in as 
short a time as possible The famous wool concern (Nordwolle) was also 
ruined by the criminal activities of its presidents, costing more than 

200.000. 000 marks' The directorate of the North German Lloyd bought 
shaies in its own coiporation m conjunction with members of its super- 
visory council and thrust the ensuing loss squarely on the Noi th German 
Lloyd when the shares fell on the stock exchange The famous mdus- 
trialist Otto Wolff sold the shares of his own corporation to another one 
that he controlled at a price far exceeding the value, earning a sum of 

10.000. 000 maiks The managers of a leading department store, Kar- 
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stadt, speculated violently These are just a few examples of the misuse 
for selfish purposes of the independence of the management from control 
This phenomenon has a deep pohtical significance, too Foi just m 
that period the National Socialist paity began violent propaganda against 
corruption within the Social Demociatic party, because some of its 
leaders were, or weie asserted to be, connected with speculators like the 
Barmats, Kutisker, and so on But while the ciimm^ activities of the 
small fry received enoimous attention in the German press and led to 
severe pohtical reverbeiations, really big cases of the misuse of the cor- 
porate structure for the fuitheiance of the egoistic ends of the managers 
had practically no such political consequence The anti-corruption cam- 
paign of the National Socialist party was solely and exclusively diiected 
against Jewish and Social Democratic corruption 
The lule of the boaid, by which we understand the boaid of managing 
officers and the supemsoiy council, was sanctified by the theory of the 
‘enterprise as such','’® that is, by the permeation of individualistic legal 
theory with the institutionalist doctrine This theory maintains that a 
corporation, if it is economicallv and socially powcrfiil, is divorced from 
Its shareholders and the managing board, and that it constitutes an insti- 
tution the fate of which must not be identified with that of the persons 
owmng and directmg it Rathenau, foi instance, had made the point 
that a bank like the Deutsche Bank, because of its size and national im- 
portance, must not be allowed to go into voluntary liquidation, since 
public interest demanded its continued opeiation 
Fiom this institutionalist * point of view, the right of the individual 
shareholder was a meie nuisance, and in consequence tlie theory became 
one of identifying the enterprise with its boaid, which was thus freed 
fiom any contiol by the shaicholders The German courts slowly 
adopted this doctrine, and the democratic ministry of justice, in its draft 
foi a new company act, subscribed to the view that ‘the interests of the 
enterprise as such •arc as worthy of protection as the individual mterests 
of the shareholders’ It is woithwhile recalling the criticism by one of 
Gei many’s outstanding lawyers of this diaft and of its underlying institu- 
tionalist philosophy 

“It IS suipiising to see how, in an age of demociacy and sovereignty 
of the people, an oligaichification of company matters is aimed at, de- 
gi admg the shareholders to a mei e misera conln buensplebs Even the out- 
worn stock phiase of the organism of the company had to be used to 
glorify a fascist tyranny of the board, not to speak of minorities for the 
benefit of which otheiwise — m Geneva and elsewhere — such well- 
meant speeches are nowadays made These bureaucratic tendencies 
cannot be suflSciently strongly resisted They originate from a totally 
wrong pimciple As in the case with the state, so, too, the company 
See p 366 on institutionalism 
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does not serve its own purposes, but those of its members, and the 
gendemen of the boaid are not masters, but seivants Vital, ce sent 

By a deciee of the president of the Reich, on 19 Septembei 1931, the 
German company law was changed undei the impact of the financial 
scandals we havejust mentioned. But the decree did not break the powei 
of the board It meiely demanded moie publicity (in balance sheets, pro- 
fit and loss accounts, and lepoits of the directors) It mstituted compul- 
sory auditing by ceitified accountants, made the acquisition of the com- 
pany’s own shares moie difficult, and allowed for the 1 eduction of capital 
m an easier form 

The National Sociahst company act of 1937 cames these pimciples 
still further The middle-class ideology of National Socialism had 
frowned upon the joint stock coiporation and its anonymous cliaiactei. 
An act of 1934, therefoie, allowed the conveision of joint stock corpora- 
tions into partueiships 01 hmited-liability companies m a moie oi less 
formless raannci The act of 1937 provides that the minimum capital of 
jomt stock compames is 500,000 maiks and that the nominal value of a 
share must be at least 1,000 maiks Exemptions aie, however, admitted 
The act fuither allows the dissolution of a company whose boaid ‘grossly 
violates the law or the pi mciples of responsible business methods’ The 
main feature of the new act, howevei, is the re-defimtion of the 1 elation 
between board and shaieholdcrs. While the Academy for Geiman Law 
desired the mtioduction of the leadership principle, however, not of an 
appointed, but of an elected leader, the statute itself does not go as far, 
but nevertheless strengthened the position of the boaid against ‘the mass 
of irresponsible shareholders who largely lack the necessary insight into 
the position of busmess’ The shaieholdeis have, m consequence, lost 
most of their rights Normally now, the accounts aic established by the 
supemsory council if it accepts them as they aie jsrepaied by the boaid 
of directors. The shaieholdtis’ meetings aie thus depiived of the light to 
accept or reject the yearly accounts unless the boaid of managers and the 
supeivisory council submit them to the meetmg, or miless the super- 
visory council lejects the pioposal of the boaid of managers Tlus change, 
of course, merely sanctifies a defaUo practice, suice m reahty the meetings 
of the sharcholdei s had usually been a mere foi mahty. Besides, the share- 
holders’ meeting is foimally forbidden to decide questions of management 
Pluiahty shares are admitted only with the pei mission of the federal 
minister of economics 

The National Socialist act thereby gives legal sanctions to a trend 
apparent in all modern corporations It now lays the saenfiemg ol the 
rights of the shareholders to the very pnnciple of company law 
Under National Socialism, the number of joint stock corporations de- 
ebned, but the average capital mvested m each corporation mcreased,*^ 
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There is no doubt, therefore, that the new corporation law and the law 
allowing the conversion of joint stock corporations into partnerships 
materiaOy contributed to the process of monopolization.'’^ Shareholders 
are mere rentiers Interlocking directorates, proxy voting, plurality votes, 
exchange of shaies, pooling of piofits, all these well-known devices have 
made possible the election of a system of combines not surpassed in any 
country, not even the United States 

WHO ARE THE MONOPOLISTS^ 

Aie the monopolists meiely managers, or are they only oi also genuine 
private capitalists’* The outstandmg achievement in building up an in- 
dustrial empire is that of Friedrich Flick, industnal condottieie who out- 
lanked every industnal competitor, above all, Fiitz Thyssen, His caieer 
IS meteoiic From the middle German steel industry, he soon reached 
into the United Steel Trust, into the North German steel industry (blast- 
furnace jvork, Lubeck) He acquired a coal basis (Harpen and Essen), 
he got control of a considerable ligmtc basis (foimerly Petschek), and he 
finally again entered mto manufactory This process staited m 1936 
and reached its height m 1937. 

Perhaps still more surpnsing is the rise of the Quandt combine, though 
Its size cannot be compared with the big ones The Quandt family, 
originally small textile manufactuicrs, soon entered mto machine con- 
struction (Accumulatoien Fabnk, Hagen), into armament and muni- 
tions, and fiom there into metalluigy (Durencr Metall), thence into 
electricity, transportation, building consliuction, lignite, and potash In 
1939 Its gcncial manager tool- ovei the management of parts of the Her- 
mann Goiing woiks The combine is a family afiaii, as is the Flick 
combine Plow this phenomenal rise can be explained we do not know. 
Perhaps the fact that the leader of the combme was Mrs Goebbel’s first 
husband may help to explam it 

Rapidly rising to the fore is the Otto Wolff combine " Wolff started 
in trade and then acquired minonties m the United Steel Trust and in 
the Mansfcld Copper combine But he soon exchanged his minorities for 
acquisitions that he conti oiled exclusively, and rapidly built up a king- 
dom, if not an empire Fiom Jewish hands he acquired the steel mills 
of Thale He then gamed conti ol of the Weser iron woiks and of tlie 
Bochum iron and steel mills The Anschluss with Austria rounded off his 
kingdom, after he had already pushed into the Saar territory Otto 
Wolff had alieady played a consideiable role undei the Weimar Re- 
public, closely collaboiating with the right wing of the Centre party, 
playing the cultured gentleman and even writing a biographical novel 
about Ouvrard, Napoleon’s financial eondothere. His combine reached its 
height in 1937. 


Otto Wolff died in 1939. 
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The Mannesmann combine is well known to all students of intei- 
national relations Under National Socialism it realized an old dream, 
Its extension fiom a specialized to an all-embracing combine It is the 
most distinguished beneficiary of Aryamzation, but it went fai beyond 
swallowmg Jewish property In 1 935 its famous steel-pipe works acquired 
a rolling mill m the Saar In 1936 it lounded off its holdings in the Kron- 
prmz coi-poration In 1938 it acquired further lolling miUs It is not 
by chance that its general manager, W Zangen,* is also the leadei of 
the national group industry 

The Count Ballestrem ““ combme knew how to establish its absolute 
control m the Uppei Silesian iron industry, pushing fiom there into lowei 
Silesia and lower Austria From the Prussian state it acquired the re- 
maming capital of the Upper Silesian mill works This expansion gave 
no rest to the other Upper Silesian, Count Von Schaffgotsch,®® whose 
combine rounded off its holdmgs m the Upper Sdesian coal and mining 
industry, profiting heavily from Aryamzation 

Peihaps the most striking phenomenon is the use of the Wmtershall 
potash combine It offeis a convincing proof that the cartel system, by 
guaranteeing diffeiential piofits, gave rise to a combme that invested its 
savmgs in a laige numbci of other blanches Even under the Weimar 
Repubhc the Winter shall combine accounted for about 50 per cent of all 
the potash produced in Germany In 1936 it incorpoiated a competitoi, 
the Burbach combine, and reached out into oil production, oil refining, 
coal and hgmte mimng,’® and then into the production of synthetic gaso- 
hne. The only remaimng potash competitor, the Salzdethfurth combme, 
followed smt ’>■ It stiengthened its position m potash, acquired the Otto 
Wolff holdmgs of coppier shares, and finally enteied into lignite mining, 
again profitmg from Aryamzation 

We cannot continue this stoiy We have not even mentioned the old 
combines, the Krupp, Hamel, Gutehoffuungshutte, Klockner, nor have 
we mentioned the concentration in the textile, electrical, glass, cement, 
and ceramics industiies It is the same story repeatedly It is not le- 
stncted to the production goods industry, but is equally true of con- 
sumption goods mdustries In the cigaiette mdustiy there is one com- 
bme, Reemslma, which had always supported National Socialism and had 
found financial support fiom the Weimar Repubhc, which had granted 
respites from the payment of cigarette taxes and had finally waived a 
considerable amormt This combme now produces 95 per cent of all 
cigarettes The same process is also true of bankmg, wheie it has taken 
on tremendous dimensions Private banks rapidly decreased The big 
banks agam expanded and soon entered mdustry, thus playing havoc 
with the National Socialist theory that creative capital should not be 
doimnatcd by financial compames, Accordmg to an estimate of the 
German Busmess Cycle Institute,’* all raw and semi-manufactured goods 
* See also D ^ii8 



produced within Germany and about half of all finished industrial goods 
were bound by monopoly or cartel agreements 

This monopolistic structure is not maintained solely by the general 
managers {Generaldirektoren), but just as much by capitalists * Otto 
Wolff, Friedrich Flick, and Gunther Quandt aie not managers, but 
powerful capitalists They are not rentiers who at the end of the year cut 
the dividend coupons of their stock certificates and cash their dividends 
Nor are the managers themselves simply managers, that is, salaried em- 
ployees They have long ago assumed the role of capitalists proper, m- 
vesting their savings in shares and often speculating with the funds of 
their own corporations, thereby strengthemng their personal financial 
power within them Moreover, the managerial positions are often as 
hereditary as those of the capitalists proper 

At this stage we need only show that markets and competition have 
by no means been abolished The conflicts are reproduced on a higher 
level and the incentives of competition remam operative The defeat of 
Thyssen is a major example His economic decline was an accomphshed 
fact long before his flight from Germany, which, in reahty, may have 
been merely the consequence of his defeat by his competitors, Friedrich 
Flick and the Goring combine 

Competition is even intensified fay the scarcity of raw materials, and 
the state itself is drawn into the struggle between the competing com- 
bines Cartelhzation and monopolization are not the negation of com- 
petition, but only another foim of it Following some National Socialist 
economists, we may distinguish three types of economies existing within 
Germany a competitive economy, a monopolistic economy, and a com- 
mand economy, and, on the basis of our material, we may agree with 
their conclusion that the monopolistic economy is at least as powerful an 
element as the command economy We may even go beyond this state- 
ment; and mamtam that, far from negating competition, cartels assert it. 
The struggle for production or sales quotas within the cartel— for raw 
materials, for capital, for consumers — determines the character, the 
stability, and the durabihty of the cartel It is true that the more mono- 
polistic the system, the less it is open to scrutmy The veils become 
thicker, the anonymity takes ever more compheated forms But compe- 
tition, even cut-throat competition, still goes on Opponents are com- 
pelled to surrendei not by price cutting or ruinous underbiddmg but by 
tbe cutting off of supplies of raw materials and capital 

Entrepreneurial initiative is not dead, it is as vital as ever befoie and 
perhaps even more so Karl Lange, general deputy for macliine building 
and general manager of the economic group coveimg the machme m- 
dusUy, m discussing the performance of the German machme mdustry 
in compaiison with England and America,’* agam stressed the fact that 
without the energetic co-operation of private mdustry success could not 
* See also the chapter on the New Society, pp 314-20 



have been attained. The motivating power of expansion is piofit. The 
structure of the German economy is one of a fully monopolized and 
cartelhzed economy. 


IV 

THE COMMAND ECONOMY 
The foregoing picture of the Gennan economy is, howevei, one- 
sided and therefore incomplete It has not yet taken into account the 
command economy — the inteifeiing and regimenting state. It is con- 
ceivable that the extent and depth of the command economy may 
decisively change the picture Five such kinds of interfeience may shatter 
our constiuction (i) the diiect economic activities of the state, (a) 
of the party, (3) the contiol of puces, (4) of investment and profits, 
{5) of foieign trade, (6) and of laboui Wliile the allocation of law 
mateiial, the lationmg of consumer goods, and the rationalization by 
the geneial deputies have alieady been described, each of these six 
activities deseives closei sciutmy to determine whether Germany has 
already reached the stage of a manageiial dictatorship 01 of state 
capitalism, or whethei state regimentation is piimarily designed to 
strengthen existing capitalism in spite of the fundamental changes that 
are the mevitable consequence of regimentation 

The economic pohey of National Socialism may be divided into 
four stages the imtial phase, Schacht’s new plan, the Four-Year Plan, 
and the wai 

In the mitial phase, the economic policy was not very much different 
from any other depression pohey. It tried to oveicome unemployment 
by stimulating private enterprise and by extendmg the work-creation 
policy of the previous regimes 

A number of such work-cieation piogrammes had been started and 
largely completed when Hitlei came to power the Brumng programme 
of June 193a (165,000,000 marks), the Papen programme of June and 
September 193a (a8o,ooo,ooo marks), the 600,000,000 marks emerg- 
ency programme of Geiecke m January 1933, which was topped by 
the Reinhardt National Socialist programme, with a total cost of 
1 ,070,000,000 marks ^ The aim of all these programmes was the abolition 
of unemployment by stimulating the upward trend of the business cycle, 
by ‘kmdhng the mitial spaik’, that is, by pump primmg — after which 
private business would be able to carry on the upward trend Public 
works, state subsidies, tax remissions, and employment of workeis outside 
of pnvate mdustiy wcie the devices to be applied The major part of 
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the money was spent on ctvil-engmeering New publicly owned finaucuig 
mstituCiona weie founded and the financing was made possible by the 
issuing of loans, by taxation, or by the extension of credit There is no 
doubt about the tempoiaiy success of these measuies Public investments 
undoubtedly stimulated the pioduction-goods industiy and with it the 
whole economy 

But perhaps as important as the work-ci cation policy m this nairow 
sense were the strengthening of the monopolistic positions, which we have 
already discussed, and the open or hidden subsidies paid to industry,® 
which aimed at raising mdustiial piofits Investments for the replace- 
ment of old industiial and agiaiian machmciy were free fiom taxation 
(act of r June 1933), so that the entiepieneur could wiite off his new 
investment at once. Outstanding taxes could be remitted d new invest- 
ments weie made, and new mdustnal umts leceived tax piivilegcs for the 
development of new methods of production (15 July 1933) House 
owners received subsidies and tax exemptions foi repairs, while industry 
as a whole leceived cheaper credits In order to raise pui chasing power 
and stimulate production, newly licensed motor-cars and motoi -cycles 
were exempt fiom the motor vehicle tax (10 Apiil 1933), while owners 
of old cais could compoimd the taxes by a lump-sum payment The 
marriage loans, which we have aheady discussed, fell into this category, 
and the whole cartel policy (discussed previously) served this puipose 
All these attempts weie undoubtedly successful, as they weie in almost 
every countiy m which they weie apphed The national income rose 
fiom 45,175,000,000 maiks m 1932 to 58,660,000,000 marks m 1935 — 
that IS, by 24 7 per cent (see note 1 1 3) The value of production rose by 
63 2 per cent , while the tuniovci in the retail tiade mci cased by only 
1 1 per cent ® Unemployment was reduced by the absorption of laboiu' 
m industry, m public-works programmes, m the labour service, and in the 
land service, but prices began to rise, thereby endangeiing the success 
of the whole plan 

Whether this initial success would have iipened into a full boom 
is impossible to say, for late m 1934 the work-creation policy was 
overshadowed by the new phase of Germany’s economy, the beginmng 
of preparedness economy 

On 24 September 1934, Schacht’s plan foi conti oiling impoits went 
into operation On 5 November 1934, the first office of Reich com- 
missioner for price control was created The office was to expire on 
I July 1935 On 30 Januaiy 1935, Schacht succeeded Schmidt as 
minister of econoimcs and on 16 March 1935 compulsoiy military 
service was introduced On 21 October 1935, Germany left the League 
of Nations, thcieby announcing hci mtention of regaining her former 
world position either with the help of, or m the face of opposition fiom, 
the great powers, and at the party conference held in September 1936 
the Foui -Year Plan was promulgated 
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I. The Nationauzed Seqtor* 

Has the command economy leally superseded competition and 
monopoly? Among these questions the foremost is whether National 
Socialism has actually embaikcd upon the nationalization of business 
Has the dnect econonuc activity of the state been increased to such an 
extent as to make it a decisive factor^ If it were so, state capitalism would 
really be operative in Germany But it cei tainly is not so The share of 
the pubUc authorities m public utilities, industiial production, trans- 
portation, and insuiance htis always been great — greater than in any 
other country The oiganizational forms differ — they do not concern us 
here The state earned out its economic activity under public law or 
undei private law, as a public institution or as a private corporation, 
or sometimes m the form of a muted corporation, in which public and 
private capital participated The fedeial government, the states, the 
provmces, municipalities, and associations of mumcipalities were and still 
are the bodies that carry on this economic activity 

The railroads have been and are a federal monopoly, with a capital 
equipment valued at 25,780,000,000 marks, and employing 713,119 
men m 1929 Post and telegiaphic services are also fedeial monopolies, 
capitalized at 2,334,000,000 maiks and employing 331,766 men The 
federal government runs canal and an transportation The federal 
monopoly of lailroads, post, and telegiaph is a traditional German 
policy not challenged by any section of the country, whether industry, 
the middle classes, or labour This public management was not inferior 
to private management and m one respect at least it was much superior, 
since it could and did take mto account the mterest of the commumty 
as a whole In railroads and the postal service, therefoie, the federal 
government has never been m a competitive position 

But the federal government soon turned towards industnal activity, 
partly by necessity, partly by accident Up to 1914, for instance, 
Germany had no aluminium pioduction of its own, but imported 
alummium from Switzerland and France The First Woild War helped 
to give birth to Germany’s poweiful alumimum industry With the aid 
of several private mdustrial enterprises, winch furmshed capital and 
electricity, the United Aluimmum Works were founded m 1917 with a 
capital of 50,000,000 marks, half of it subscribed by the Reich, half by 
private mtei ests The. World War had ended before all the plants had 
fully started production and international competition thicatened the 
profitability of the new aluminium plants Private industry became 
frightened, and sold its shaie to the Reich, with the result that under the 
Weimar Republic practically the whole ^umimum production of Ger- 
many derived from one government-owned corporation There is no 
doubt that this corporation was run with marked efficiency Being t/ie 



producer of alumimumj the federal goveinment was soon coerced to enter 
the field of electricity 

During the First World War, synthetic mtiogen plants were elected 
Here, too, private industry was unwiUmg and unable to risk such huge 
investments and refused to expand The federal government therefore 
constructed plants of its own, but left the operation to private mdustry 
(agreement of 31 March 1915) 

Fmally, after the First World War thcie were remnants of armament 
production by the military services They were co-ordinated mto the 
Deutsche Werke, A G (1920) The federal government also acquued a 
numbei of industrial holdings and in addition set up a bank of its own, 
which IS the govciirment’s industrial bank (Reichs-Kieditgcsellschaft), 
All these holdings were finally concentrated in one holding corporation 
known under the abbreviated name Vtag (United Industrial Works) 

But this IS only a small fraction of the total field of public enterprise. 
States and municipalities followed While the federal government’s 
empire wa^ built pirmanly on electricity, Prussia’s combme was piimarily 
built on coal, concentrated m one holding coiporabon, the United 
Electricity and Mimng Coiporation (abbreviated name Vebag), with a 
capital of 250, 000, ooomarksm 1929 Four mdustrial groups were attached 
to the Vebag, aU reaching mto many othei industrial fields The other 
states expanded similarly, especially Saxony As a rule municipalities 
own the public utilities, gas, water, often clcctnc power, bus, street 
cai, and subway services 

The widespread puhhc-msuiance system, the holdings 111 land and 
forestry, health and sport oiganizations, milk distiibutions, and so on, 
further illustrate the extent to wluch public enteipiise had spread under 
the Weimar Republic There is not the slightest doubt that these 
enterprises were successful Their success is due to the efficiency of the 
ministerial bureaucracy and to the aidour with which trade-umon 
officials devoted themselves to municipal enteipiises close to their hearts 
What happened to the nationalized sector under National Socialism 
The changes have not been fundamental But in many cases the 
nationalized sector has been lestncted Holdings of the Reich have 
been returned to then previous owners During the last years of the 
Weimar Republic, the Viag had acquired shares of the Steel Trust and 
of the Diesdner Bank, in order to save the shaieholders from rum 
Although these shares had been paid for at a price far above the stock 
quotations, they were sold back to the original owners at a loss The 
Viag also sold the Rheinmetall-Boisig corporation to the Hermann 
Gflring works The Frankfurter Z'^tung of i January 1941 announced 
that the complete restoration of the great shipping Imes to private 
owners is under seiious consideration Then- shares had been acquired 
by the federal government m order to save them fi'om bankruptcy. 
Aside from this trend, which merely indicates that nationahzation 
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IS not and nevei has been the aim of National Socialism in spite of its 
party programme, the nationahzed sector has not undeigone any changes. 
On 31 Maich 1937® the nominal capital of German joint stock corpoia- 
tions and hmited-hability combines was 23,300,000,000 marks, while the 
corpoiations oivned and controlled by the federal government and the 
states had a nominal capital of 1,774,000,000 marlcs, that is, about 
7 per cent (this does not include railroads, postal service, telegraph 
and roads) But still moie important is the distribution of the capital 
invested in publicly owned corpoiations among the various branches 
Only 345,000,000 marks were invested in holding corporations, 
509,600,000 m heavy uidustiy (299 8 millions in mines, 7g in water 
power, 75 in machines and armaments), while 61 1,000,000 were invested 
in pubhc utilities The total capital m all municipal enterprises of 
Germany amounted to meiely 1,553,000,000 maiks in 1936 

While the nationahzed sector has certamly not grown at the expense 
of the private one, that previously controlled by the public authorities 
IS now undei the joint contiol of pubhc and private manageis There 
seems to be no reason for the change, it results solely from tlie ever closer 
connection between private capitahsts and the state In the supeirvisory 
hoard of the Viag, for instance, we find Krupp, lepresentatives of the 
Aryanized Beihner-Handelsgcselischaft (bank), and other bankers 
In the Reichs-ICreditgesellschaft the supervisory board contains only two 
officials , the rest are representatives of private industry and banks. In 
some of the operating corporations of the Prussian holding corporation 
We find similar arrangements 

We may sum up by saymg that there is no reason to speak of nationahza- , 
tJon m Germany — on the contrary, there is a definite tiend away from 
nationalization All industrial positions held by pubhc authorities had 
been established prior to National Socialism. WTierever tliey expanded, 
they did so under the pressure of economic necessities The power of 
private capital is certamly not threatened or broken by pubhc capital — 
on the contrary, m the control of public corporations, private capital 
plays a decisive part 


2. The Party Sector* 

(the goring combine) 

Side by side with the nationahzed sector there has arisen since 1937, 
vwtli amazing rapidity, a party sectoi comprising (i) the Heimann 
Goring combine, (2) the Gustloff Foundation; (3) the business corpora- 
tions of the labour front, (4) the business activities of the party (publish- 
ing, pnntmg, real estate) 

The estabhshment of a party economy follows the famihar pattern of 
American gangsters, who, after having accumulated money by black- 
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mail and 'protection’, lealize then dreams of becoming honourable by 
cnteimg into legitimate business. In June 1937, a giant industiiai 
enterprise was founded which now occupies the first place m Germany’s 
mdustnal sti ucture It was first called the RetchswaKe, A G fur Euiergbau 
und Eisenhutten, Hermann Gonng, with a capital of 75,000,000 marks ’ 
Wlien the Hermann Goring works were founded this act was at once 
interpreted as a step towai ds tlie socialization of the German 11 on industry, 
but the German officials at once shaiply protested against such an 
interpretation, and Major-General von Hanneken, director of the mam 
department II in the mimstry of economics and general deputy for 
the non and steel industry, declaied on 10 January 1938 before a 
select assembly of uon producers that ‘the works would be taken over 
as soon as possible’ by piivate industiy,® although five days later this 
statement was demed What was not denied was the asseition that the 
federal government never had the intention of ‘enteimg mto unbearable 
competition’ with piivate industry The promoters originally intended 
to utihze the low-grade iron ore w'hich private industiy allegedly did 
not want to touch, but which, m the view of the Fom-Year Plan office, 
was needed to fiU a gap in the supply By a deciee of 23 July 1937, the 
Salzgitter (nearBiunswick) mining rightsweiecompulsonly amalgamated 
and the Hermann Gdiing works were founded to mme the ores, build 
coke-ovens, and complete steel works Had the Gdimg works stuck to 
this piogiamme, they would undoubtedly have created somethmg new, 
even if this new enterpiise should have been mciely a stop-gap measure 
for the duiation of prepaiedness and wai 
But the Goring works did not keep within the original piogramme, 
m fact, they soon abandoned it and turned into a gangster organization 
out to steal and rob as many organizations as they could, in every branch 
of industry It is true that the Gormg works really opened a new iron 
and steel plant at Biunswick The ore production m 1538 amounted to 
413,000 tons and the two first blast furnaces utilizing a new smelting 
process were opened in the fall of 1939 
But the gieat extension was earned out after the conquest of Austna. 
In June 1938, the woiks acquired a huge combine of machine, arma- 
ment, automobile and lailroad-car factories, and mines. In March 
1939, the biggest mdustual plant of Austria, the Alpins Monlan, was taken 
over from Thyssen The extension of the Heimann Goring works to its 
present scope was, m fact, cained out at the expense of Thyssen, just as 
Fhek’s empire would hardly have been conceivable without Thyssen’s 
downfall The robbery of the Alpme Montan is an altogether iromcal 
occurrence, smee the combine, which never paid high profits, was kept 
up by Thyssen with great sacrifices for patriotic leasons and had always 
been the spearhead of anti-unionism and National Socialism m Austria A 
number of Austrian works were taken over from the former Austrian 
state, while the Viag supplied the Hermann Gfiring works with iron 
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fields and the already mentioned Rhemmetall-Botstg The G6ung works 
thus enteied the armament busmess m diiect competition to Krupp 
The Prussian state corporation furnished the Gbnng works with coal- 
mines, and, last but not least, the expropriation of Thyssen supplied 
a marvellous opportunity for the acquisition of Thyssen’s coal interests 
and othei holdings, which were first adimnistered by District Leader 
Teiboven, Goring’s henchman who was later appointed federal com- 
missionei foi Noiway 

The moment the A.ustiian spoils wcie digested, the original purpose of 
the Hermann Goring works was diopped A leading newspaper" 
declaied it would be wrong to assume that the Goiing woiks intended 
to build a new mining centre The national task was abandoned as soon 
as such spoils had been amassed It would be aiduous to follow the 
expansion ot the works The Sudetenland, the Pi otectoi ate, Norway, and 
Rumania supphed new opportunities. 

The progress of the combine is amazing The leading German 
economic jouinaP" wiote ‘The Hcimann Goring works have heie 
m a short time passed thiough all the stages which piivate non industry 
had taken several decades to pass Only one essential difference still 
lemains today while the private non combines dispose of coal and coke 
bases of then own, the Goring woiks, with the exception of the lignite 
mines of the Alpine Montan and of the old south-eastern paiticipation 
of the Danube steamship corporation, receive their coal from outside ’ 
Since the expropriation of Thyssen, this ‘essential difference’ has ceased 
to exist 

The stnicture of the combme is not determined by any economic 
necessity That an iron-ore work should want to own blast furnaces, 
steel m dls, and a coal basis is understandable But the Goring works 
comprise machine construction, mumtion, transportation, shipping, 
finance, automobiles, potash, oil, building construction — m short, they 
entei mto almost every economic activity It is again tiue that nearly 
every German combme expanded m these directions But a piivate 
combme usually does so because it becomes over-capitalized, as Hugo 
Stinnes’s did during the inflation of 1923 But the Hermann G6ring 
works expanded immediately after their foundation — ^without having any 
accumulated savings 

How, then, were the acquisitions financed? Veiy httle is known 
about the method, but the little we know is this paitly it was simple 
robbeiy in the form of expiopnation (especially against Thyssen), and 
partly by exchange of shares or by purchase Who gave the money’’ 
The tax-payer and piivate mdustiy Of the 400,000,000 marks capital 
which the Heimann Gbring works had m 1939, 245,000,000 marks were 
Subscribed by the Reich and 155,000,000 had to be subscribed by private 
industry, especially by the 11 on-processing works, which were compelled 
to acquire shares to the amount of 50 marks for each employee. These 



shares do not receive any dividends until the steel nulls in Salzgitter 
are fully completed, and they have no votmg power until 1 943 In 1 948, 
the administrative board of the G6ring works may redeem the shares 
The financmg was thus a typical case of gangsterism The iron industry 
had to pay piotection money and to finance its own competitoi 

That private industiy and Schacht were not enthusiastic about the 
new ventuie 13 well known But the thieat of expropriation is too gicat 
to be disregarded Besides, it is not known how much the big combmes, 
Fhck, Wollf, Mannesmann, the dye-stuff trust, Wintershall tiust, have 
profited by their collaboration with the Hcimann Goring woiks 

The Hermann Goring combine now has the following organizational 
structure It is composed of three operating corporations, which aie 
co-ordinated by a holdmg corporation It must be understood, however, 
that the three operating corporations represent in turn a network of 
many affiliated entei prises The most important operating corporation 
is the already mentioned Reuhswerke A G ftlr Bergbau und HtlUenbeineb, 
Hermann GcSring, with a capital of 560,000,000 marks and reserves of 

118.000. 000 marks It comprises especially mines and foundries The 
second operatmg corporation is called Reichswerke A G ftlr Waffen und 
Maschmenbau, Hermann Gdnng (guns, mumtions, machines), with a capital 
of 80,000,000 marks and 131500,000 reserves The smallest is the Retchs- 
werke A G far Binnenschffahrt, Hermann Gbrmg (canals and shipping), 
with a capital of 12,500,000 marks and reserves of 11,500,000 marks 
The holding corporation is called A G Reuhswerke, Hermann GSnng, 
ongmally equipped with a capital of 100,000,000 marks, now raised to 

250.000. 000 maiks 

What is the reason for this giant enterpiise^ A compaiison with 
gangster oigamzations will illustrate the problem National Socialist 
officialdom has not been able to pierce the fortifications held by the 
ministerial and mdustiial bureaucracies m the nationalized sector 
The overwhelmmg influence of these two groups is still as secure as it 
was under the Weimar Repubhc Nor has the party been able to pene- 
trate mto the private mdustry, which, on the whole, is run by the very 
same set of people The party has not succeeded in supplanting the power 
of the bureaucracies in the army and in the navy, in the judiciary, and 
in the administration The paity controls only the police, youth, and 
propaganda 

But that IS not enough A gangster can survive only if he becomes 
honourable Terrorism alone may not give him sufficient security, 
Only an economic basis, providing him with a steady income and 
givmg him social status, will open the way for hun into society The 
Plermann Gormg woiks constitute the attempt of the party to provide 
the economic basis for the party’s rule The establishment of the works 
was econonucally unnecessary from the very beginiung The utilization 
of low-grade iron oie is not the privilege of the Hermann Goring works 
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Two othei combines financed and organized by puvate industrialists 
do tlie same Hermann Gbimg’s iirupUon into private industry la a 
political, not an economic phenomenon It intends to secure and fortify 
the political power of the party bureaucracy It opens new careeis foi 
party officials It creates new revenues for the piarty hierarchy and it 
puts them on the same social basis as the leaders in industry and m the 
ciwl seivicc More concretely, it is the Goiing wing withm the paity 
that 13 trying to make its way into high society, and, to achieve tins, 
will leave no stone unturned That will become clear when we study the 
peisonnel of the corporations 

Who are tlieii manageis^ Tlie supervisoiy boaid of the holding 
corpoiation is headed by Secretary of State Paul Koinei Born in 1893, 
he studied law without completing his studies, has been a member of the 
party since 1926, and rose to the position of high S S leader, member of 
the Goi mg Prussian state council, member of the Rciclislag, and Gormg’s 
proTy as deputy of the Four-Year Plan The other members aie Sec- 
retary of State Dr Landfiied, whose name occurs again and again m 
many coipoiations and offices born m 1884, the son of a wealthy 
meichant and manufactuiei, he is a lawyei by piofession, who served 
in the army, entered the Piussian administiation in 1920, and rose 
rapidly He is an absolutely lehable paity member We find Ministerial 
Councillor Biekenfeld, of the mimstiy of finance , Hans Kelirl, born in 
1900, textile manufacture!, president of the economic chambei, leadei 
of the textile industry gioup and district economic advisei of the paity , 
Karl Lange, Germany’s machine dictator , and Thomas, one of the 
economic generals The two managers of the holding corporation 
are Rohnert, formerly with the Qpandt combme, and Dr Guido 
Schmidt, former Austrian foreign secretary and instiumental in the 
betrayal of Austria to National Socialism In the operatmg corpoiation 
number i, we have a still higher ratio of party Ineiarchs, besides 
Korner and Keppler, there is the prime mmistei of Brunswick, Dietrich 
Klagges, born in 1891, elementary school teachei and old party member 
The managers are Paul Pleiger, a small iron manufacturer, district 
economic adviser of the party, and the State Councillor Wilhelm 
Memberg, bom in 1898, membei of the paity and of the Brown Shirts 
since 1929, orgamzer of the National Socialist peasant organization 
In the operating corporation numbei 2, the manager is Dr. Wilham 
Voss, certified accountant and old party member In the Alpine Montan, 
affiliated with the operatmg company numbei i, we have, m the 
supenisoiy boaid, Koincr, the brothers Eigruber (Austiian National 
Socialists), Kelirl, Keppler, and Rohneit, the Bavaiian prime minister 
Ludwig Siebeit (lawyer by piofession, old National Socialist), and some 
bureauciats The influence of the party officials is thus overwhelming 

While the legal status of the Gormg combme is that of a federally 
controlled corporation, there exists another mdustrial combme which 
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is even legally completely controlled by the party, namely, the Gustloff 
works, founded upon Aryamzed property — the Suhl gun factory. In 
honour of Wilhelm Gustloff, the National Socialist agent foi Switzerland, 
who was shot m 1934, the party established a Wilhelm Gustloff founda- 
tion, which soon turned into a not ummpoitant industrial combine, 
consisting of six corporations, among them the famous Austrian Hirten- 
berg munitions factory. This combine is run solely by the party, that is, 
by the Thunngian district leader, Fritz Sauckel, who has been affihated 
with racial organizations since 1919 The finances of this foundation 
are m complete daikness, since it does not publish balance sheets or 
piofit-and-loss accounts. It is subject solely to the control of the party 
hierarchy 

Equally suipnsmg is the growth of the business activities of the 
German labour front The German labour front now operates the 
following enterprises 

I The Bank of German Labour, with a balance of 5 1 3,000,000 marks 
and 34 blanches m 1938; now ranking among the four biggest 
German banks 

а. The German Rmg— life and health insurance 

3 The VolksfUrsorge — popular life msurance. 

4 The German Rmg— Austrian hfe insurance 

5 Gehag and Einfa — building and setdemcnt corpoi ations 

б. a6 building and settlement corporations under the name of J^etie 

Hewiat 

7 ‘Geiman Bmlding Corporation’— a building constmction firm 

8 16 printmg and pubhslnng bouses, among them the famous 

trade-union book guilds. 

9. The People’s Car Works \ , . . 

10. The People’s Tractor Woiksr”^y ^ preparatory stage 

11. German National Theatre Corporation 

In 1938 It ran 65 corporations^* — ^most of them (vwth the exception of 
Nos 9 and 10) stolen from the bade unions In 1941 the labour front 
finally took over the consumeis’ co-operatives, both in the old territory 
and in Austria 

The expansion of the laboui front’s insuiance business received a 
tremendous stimulus by the decree enjoinmg all occupations not covered 
by federal social insurance to be insured The hon’s share went to the 
labour front’s German Ring 

Is that development a negation of capitalism’’ I do not believe so. 
On the contrary, it appears as an afihrrnation of the living force of 
capitalistic society. For it proves that even m a one-party state, which 
boasts of the supremacy of politics over economics, pohtical power 
without economic power, without a sohd place in industrial production, 
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is precarious There is no doubt that German capitalism dislikes this 
development There is no doubt that this process has mtensified the 
contempt m which the old bureaucracy and the industnal leadership 
hold National Socialist gangsterism, which, m less than four years, built 
up the biggest industrial empire of Europe by expropnation, outnght 
theft, and ‘shake-downs’ 


3 Price Control and the Market 

The assertion that the market has been superseded by administrative 
regulation is, to a large extent, based on the existence of price contiol 
There is, so the argument runs, a system of administrative prices which 
are determined from above and not by the market automatism. It is 
undemable that the potential and actual power of the state over pnees 
has increased Price control exists and is on the whole eflScient But 
whether the pattern of control abolishes the operation of the market or 
whether the market mechanisms reappear in another form in the system 
of puce control is a more decisive problem We cannot, in this book, 
hope to present a compiehensive analysis of the piice-contiol measures, 
their operation and economic effects The enactments, rulings, regulations 
and decisions amount to thousands All we can do is give a short outlme 
of the organizational structure and present a condensed survey of the 
principles and mechanism at work 

The legal basis of price control is the act for the execution of the Four- 
Year Plan of 29 October 1936, creatmg the office of a federal com- 
missioner j]pr price formation ‘For the control of price formation of 
goods and services of every kind, especially for all needs of daily life, 
for the whole agricultural and industrial production, and for the trans- 
portation of goods and commodities of every kind, and for other com- 
pensations, a Federal Commissioner is appointed ’ Subject to his authonty 
arc prices for commodities and services of any kind , rents , transportation 
rates, fees of doctors, dentists, and lawyeis, admission tickets of theatres, 
cinemas, and concerts, dues to organizations, postal fees and railroad 
faies; commissions and school fees, and the whole sector of agricultural 
paces with the exception of labour, which is subject to specific regulation 
On 3 June 1939, a penal decree was enacted, which calls for imprison- 
ment (up to five years) and fines without limitation for intentional or 
negligent violation of the statute and rulmgs of the price commissioner 

Price Commissioner Joseph Wagner, National Socialist district 
leader and provinaal president, explained his functions m a speech, 
which IS interestmg for his promise not to do violence to the economy, 
his view that supply and demand no longer regulate prices, his desire 

♦ Deposed and replaced by Dr Fischboeck, formerly piesident of the Austrian 
Credit Bank, then chief of the department of economics m Holland 

250 



for close collaboration with the groups and chambers, and his insistence 
that the price pohcy should secuie the living standards of the large masses 
The puce commissioner carries out his functions either directly or 
through two chfFeient legional organizations the piice-forming and the 
pnce-supervismg agencies. The former are attached to the Prussian 
provincial presidents, to federal regents, oi to other high administrative 
agencies, the latter aie attached to the sub-provmcial presidents and 
other administrative oigans Roughly speaking, the formei fix the pnees, 
the latter see to it that the rulings of the price commissioner and of the 
price-forrmng agencies aie carried out 
The underlymg aim of any such price pohcy must be, of couise, to 
pi event inflation and thereby to secuie the hvmg standards of the large 
masses of the people Inflation m Germany — in contrast to the Umted 
States — could alieady have been the consequence of the war economy, 
smee a sufficient supply of vital consumers’ goods did not and does not 
exist Because effective demand far exceeds the available supply, a 
compiehensive price control appears mcvitable For this purpose, the 
first decisive decree of the puce commissioner was the so-called ‘piicc 
freezing’ (price stop) decree of 26 November Price increases foi 

goods and services above the level of 18 October 1936 were piohibited. 
Prices as they were on this date were thus frozen Nevertheless, the decree 
authorized the price offices to grant exemptions, which soon became the 
rule Ordinarily the price commissioner decides upon exemptions for 
rates of public utihties if they operate in the whole federal territory, 
upon price changes of orgamzations, includmg the food estate, upon 
all cartel puces, and upon special cases of major impoitance All other 
exemptions have to be granted by the pnce-foiming offices 
We cannot follow the development of the puce pohcy under the Foui- 
Year Plan, and shall concentrate entirely on the price policy pursued 
dunng the war The basic enactment, which is not very illunainating, 
IS the war economy deciee of 4 September 1939 (Sections 22 to 28). 
‘Prices and compensations foi goods and commodities of any kind must 
be calculated according to the punciples of an economy committed to 

In Older to undei stand the operation of the puce-control measures, 
the following distinctions have to be made, foi, in spite of the price- 
freezuig decree, there are several types of prices diffeiently computed 
and differently conti oiled We may distinguish the so-called ‘bound’ 
prices, that is, prices agreed upon (by cartels or in similar agreements), 
non-estimated prices, estimated prices, and prices for government ordei'S 
Bound prices that are fixed by cartels or m similar agreements have 
been subject to special treatment since 1934. The deciee of 12 November 
1934 (as amended 1 1 December 1934) had ah eady demanded the consent 
of the price commissioner for new price agreements and for changes m 
cxistmg ones The supplementary deciee of 29 March 1935 had required 
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the previous consent foi any understanding among bidders for public 
woiks. This whole legislation has How been supeiseded and codified 
in the deciee of 23 Novernber 1940, m force smce 12 March 1941,^® 
The decree recognizes the price-regulating activities of the cartels and 
intends only to prevent abuses, those which run counter to ‘National 
Socialist moials’ The prmciples of this decree are that private price 
agreements must secure sufficient profits to economically necessary 
plants. They must, theiefore, make possible the existence of the good, 
middle-sized enterprises by giving them adequate profits and by pre- 
ventmg boundless competition, moreover, they must give to the good 
enterpiise a ‘just efficiency premium’. The dififerential profit inherent 
in every cartel stiucture, the so-called cartel rent, is therefore recogmzed, 
but It IS supposed to be utilized to improve plant efficiency and thereby 
prepare for futuie price reduction Future puce agreements will be 
examined accordmg to these standards. Three years after this enact- 
ment has come mto operation (that is, on 12 March 1944) all price 
agreements already m existence on 12 March 1941 lapse unless they have 
been newly approved in the meantime Each change in the agieed price 
stmetme needs the consent of the fedeial price commissionei 

The deciee apphes to all cartels, to the food estate, to so-called 
vertical piice agieenients between pioduceis and wholesaleis 01 whole- 
salers and retailers It applies not only to prices but to sales conditions 
as well The decree also enlarges the poiyfcr of the price commissioner. 
He may make his consent to price changes dependent upon the fulfilment 
of certain conditions, primarily those aiming at lationalization and 
modernization of plants. 

It IS clear — and the commentators of that decree stress this pomt — 
that trusts and combines are exempt from it They appear on the 
commodity market as mdividual enterprises and they do not agree 
upon prices but fix them for their plants The exemption may, in the 
future, have a decisive consequence Should the power of the price 
commissioner leally be utilized foi cuttmg down bound prices, the process 
of concentration and centialization within the economic system will 
agam be favouied The loweiing of bound prices is, by necessity, 
directed against sub-margmal plants, that is against less rationally 
working cartel membei-s The lower the cartel price, the less tenable 
becomes the competitive position of the weak cartel member, which is 
finally driven into the arms of its bigger and more efficient biothei. 
Nevertheless, the retention of the differential lent is not attacked, it 13 
rather appioied We have abeady mentioned the view of the official 
commentator , others ceaselessly sticss this point Gbnng’s periodical 
renunds mdustiy ‘that plants with high costs have been granted lower 
profits’. 

Yet we must not oveilook the fact that by means of mterfering with 
the differential rent, the structure of German business may be seriously 
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affected. One official commentator®® says the piimary aim of the decrees 
IS the wiping Out of ‘unjustified diffeiential rents by lowering the price 
structuie’ of all cartels, if that price stiuctuie is too high because it is 
based on the production costs of submarginal members Should such a 
policy be carried out, lationahzation and monopolization would be still 
intensified 

The economic effects of the contiol of bound paces ate thus relatively 
simple If a high price level is mamtained, efficient caitel members 
wiU receive high differential rents, which will be used foi self-financmg 
and as a result wiU stiengthen the monopolistic hold If the price 
staictuie IS lowered^ uneconomical memhers will be foiccd into combines. 
One example may clarify oui assertion The decree of the puce com- 
missioner of 23 March 1937 lowered the price of the potash syndicate 
hy 30 per cent This decree was hailed as a mamfestation of tiuly 
socialist spirit Agucultuie was subsidized, not by the state and by the 
tax-payer, but by one gioup of industry which was wiUmg to make such 
saciifices But it is certainly not a comcidence that the unprecedented 
giowth of the two potash combmes, Wmtershall and Salzdcthfurth, 
occurred just m that period. 

There is thus very little m the decree that makes it necessary to 
assume that cartel prices aic administiative prices They are agreed 
upon by the cartels and on the w'hole they are retained It is true, 
of course, tliat m conjunction with the gioups the prices of trade- 
mark articles have also been lowered ®® But production costs, sales 
costs, tradition, and political influence with the pi ice-control offices 
determme the competitive strength of each cartel inembei, and therefoie 
deteimme the puces 

The pnce-fieezing decree thus applies merely to so-called free prices, 
puces not agreed upon by oiganizations, and in fact it does not apply 
to all of them It can logically apply only to such prices where a frozen 
price can be ascertained, which may be impossible A textile factory 
may, for instance, not have any puce as of 18 October 1936 for some or all 
commodities Besides, new goods may have been produced that had not 
been manufactured on 18 October 1936 Wheievei such frozen prices 
cannot be found, the piice-freezing decree does not apply Its realm 
IS thus narrowed Moieovei, it is steadily and continuously cnci cached 
upon by legislative enactments of the puce commissioner Theie are 
many price regulations for specific branches, such as the textile®® and 
leather mdustries There arc maxima, imnima, and standard prices 
(in cases where the manufactuier may move w'lthin a maximum and a 
mimmum price), and each of these types admits of further differentiations. 
But even m the very naiTow margm still left to the operation of the pricc- 
freezmg decree, exemptions may be granted if they are ‘economically 
necessary or urgently reqmicd to avoid special harshness’ Such 
applications must go thiough the economic groups that have to pass 
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upon the fotnial coirectness as well as the material justification of the 
application The federal price commissioner may grant a general 
exemption for all commodities of one plant or he may grant it only to 
one commodity pioduced in a particular plant 

Wherever the piice-fieezing deciee and special enactments do not 
apply, prices have to be estimated as of i8 October 1936 A plant must 
then estimate a price under the condition that existed on 18 October 
1936 even if the basis for estmiatmg should have completely changed 
If It IS found that the estimate is too haid on the pioducei , he may apply 
for an exemption If the basis for estimating is unavailable, the prices 
have to be established in accoidance with pimciples laid down by the 
federal price commissionei 

These principles arc oidmary business pimciples , they do not demand 
any saciifices fiom the manufacturer Raw material may be inserted 
in the cost sheet at cost price, wages, only in the legally permissible 
amounts There is a provision foi overhead costs, for special costs, 
even foi contributions to the party and othei oigamzations, and foi 
‘adequate piofits’ Also impoitant is the insistence of the puce com- 
missionei on the following considerations ‘If a plant opeiates at costs 
which are high above the average, if it is badly oiganized oi badly 
managed, only adequately lowei profits may be granted to it, and, in 
this case, it must even be expected to beai a loss ’ Wherevei the rulings 
allow adequate profits or average branch profits, the view of the economic 
groups IS decisive 

The puce policy, therefoic, has cleaily rationahzing and monopolizing 
functions, it compels unrationally woiking plants to modernize or to 
perish, and if modeimzation is impossible (for instance, because of lack 
of capital), the sub-marginal plant is driven into the fold of the mono- 
polistic competitor 

As for goveinment oideis, a distmction is made between such com- 
modities where the goveinment competes with piivate entrepreneurs 
on the demand side (foi instance, food and clothing foi the armed 
forces) and wheie the demand is monopolized by the goveinment. 
In the former case all puce legulations are valid , in the latter the cost- 
plus basis becomes the rule Tlie principles aie laid down in two decrees,®” 
which follow, on the whole, ordinary busmess pimciples The decrees 
do not violate the principles of competitive prices and even exempt cartel 
prices,®^ but since the bulk of pubhc orders is not competitive by nature 
(there are no competmg buyers for guns, tanks, and ammumtion), the 
pi evading standaid of measuiement becomes the cost of production plus 
adequate profits But on what basis shall the costs be determined? If 
the most modern plant is selected, all others must go bankiupt , if the sub- 
marginal plant IS picked out, the others must icceive too-high diffeicntial 
profits, so that, as is usually the case in such situations, the practice 
follows a middle-course, the American bulk-hne method. 
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On the whole price-fixmg policy has been successful, aithough 
stabilization of prices has not been obtained, has perhaps not even 
been desiied The index of wholesale prices has risen from 90 7 in 1933 
to 1109 in December 1940 and 111 9 in April 1941 (1913= 100).=® 
This IS not a decisive use m wholesale prices, yet if we analyze the whole- 
sale index we find that while the prices of producers’ goods have re- 
mained relatively stable, those of consumers’ goods have risen from 
109 a in 1933 to 145 o in December 1940 and to 147 3 in April 1941, 
so that the pace rise chiefly affects the l^t consumer This, of course, is 
a deliberate policy of curtaihng consumption. The wholesale index 
comcides with the index of the cost of living It lose (without lents) 
from 1159 to 1347 in April 1941 (1913/14= 100) The index for 
clothing rose from 105 6 to 153 i in the same period ““ The figures are, 
of course, of but httle value The deterioration of commodities is not 
and cannot be taken into account Besides, prices in a rationed economy 
do not mdicate whether goods are obtainable 

What is the function of the price control? * 

In a puiely competitive economy, prices crystalhze as a result of 
supply and demand Supposmg a given level of prices, an arbitrary 
increase in the price of any particular commodity would contract the 
demand and an arbitrary price-cut would increase the demand If 
the contraction of demand is not accompanied by a reduction in the 
supply, a surplus of commodities ensues that tends to exercise a pressure 
on the price and to re-establish the previous correlation of prices. 
Maintaining the increase in price presupposes a reduction in the volume 
of supply, alters therefore the proportions of production Conversely, 
demand mcreasing with price-cuts can be satisfied only through increase 
in production, if more of the cheaper commodity can be produced, 
agam the proportions of production are altered, when production 
cannot expand, an excess of buymg capacity ensues that either tenefr to 
re-cstabhsh the previous con elation of prices or flows into other spheres, 
disruptmg the given concatenation of price relations 

It is obvious that this mechanism of prices can function without dis- 
turbance only in an economic system wherein no restrictions of any kmd 
bar competition The slightest check on competition — either as a result 
of a natural shortage in the supply of elements of production 01 of an 
artificial regulation of supply or demand in any particular sphere — 
must disrupt the system of functional equations that constitutes the 
‘price level’, and must prevent the propot lions of production from 
directly followmg the price equations as well as pieventmg the price 
equations from exactly reflecting the proportions of production This is 
the case both when monopoLes bar competition m particulai fields and 
when centralized controls are established to ‘stabdize’ any set of given 

* I am indebted to Dr A Gurland for his help in formulatmg the following 
paragraphs on price control 
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correlations of several elements of production or even of all of 
them 

Yetj the disruption of the ‘automatism’ of market reactions does not 
abolish the market The fact that the tendencies of the pioduction 
agents to react accordingly ate checked and aie subject to restiictiom 
does not annihilate them When an individual production agent is 
prevented through monopoly or administrative regulation from making 
profits by raising puces, he will try to mciease his sales or cut down his 
costs, or both, in older to achieve his goal as a pioducer of commodities 
for sale When he is not allowed to market more than a definite quantum 
of goods, he will have to raise prices, and when both prices and maiketing 
quotas are set by regimentation or monopoly he must recur to alterna- 
tions m the set-up of the cost elements m the manufacturing processes 
through pressure upon the costs of raw materials, manufacturing equip- 
ment, labour and capital used, as well as through changes m the manu- 
facturing process Itself, both organizational and technological 

In doing so he again will modify the given correlations of the elements 
of production at all the stages of manufacture and maiketing, at which 
changes m the previous set-up can be executed. The system of equations 
that appeal's at the surface of the production relations as ‘the market’ 
will undergo changes with any move the production agent is free to 
make Thus, economic activities will constitute market activities and 
provoke ‘movements in the market* as long as there are any activities 
at all that the production agents are free to undertake in their own right 
and upon their own decision 

Under totalitanan rule, of course, the automatism of market relations 
is disrupted in numerous fields This does not mean, however, that 
market relations have ceased to exist Even if it were true that the prices 
have been established and remam stabilized on a definite level j[which 
It IS not), there still would remain the tendency of the producers to find 
compensation through changes m the marketmg possibihties, m the costs 
of production, in the manufacturing process. Any such change would 
alter the system of equations that underhes the set-up of ‘stabilized 
prices’ and change the econonuc meamng of the maiket relations, which 
would thus prove only superficially stabilized 

In reahty, the centralized controls of prices as well as of other com- 
ponents of the economic process veil and dissemble economic facts, 
which by themselves revolutiomze the ‘automatic’ interdependence of 
supply and demand The system of totalitarian controls masks an economy 
that expands permanently on the basis of full employment This means 
that there is an ever-increasing demand of commodities while supply is 
limited by the productive capacity of the economic appaiatus as de- 
termined by the general econonuc set-up at any given moment There- 
fore, all pnees display the tendency to rise General shortage produces a 
general mcreasc in the price level, 
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In a competitive economy this would result in a final contraction 
of the demand that would not be able to follow the progressive increase 
in prices, and m a more or less general declme of prices The expansion 
would be temporarily checked, and since neither the increase nor the 
decrease in prices would be uniform, the new expansion would Start 
from a modified correlation of individual prices 
The pnncipal aim of controls and restrictions under totalitarian 
rule IS to prevent any such temporary checks on expansion In prevent- 
ing all pnees from going up simultaneously, the system of price regimenta- 
tion that culmmates m the pnee-freezmg legislation equally prevents a 
general slump, which would be inevitable when the buying capacity 
fell short of the exorbitantly priced supply Yet, price freezing docs not 
and cannot hamper intrinsic changes in the puce correlations On the 
contrary, the restrictions imposed upon the arbitrary raising of prices 
compel the production agents to hunt for compensations both in the 
manufacturmg set-up and in the cost elements of production Thus, the 
basic correlations of prices undergo permanent changes, permanently 
adjust themselves to the permanently changing conditions of production 
and marketmg. The visible general readjustment takmg place m the 
market after a general slump within a competitive system is replaced 
under the totahtanan regime by a steady subterranean current of reai^ust- 
ments modifymg the system of price equations through scarcely visible 
convulsions every hour and every mmute The market, instead of being 
abohshed by regimentation, functions invisibly underground and main- 
tains, within the framework of regmientahon, legions of unco-ordinated 
economic decisions that scorn planmng and control 
Puces still play the decisive part in determining who shall produce, 
or better, who shall produce most The expansion of a plant impioves 
Its competitive position and thereby increases its profits, Hi turn stimula- 
tmg expansion To be sure, the entrepreneur cannot arbitranly expand 
or restrict production To restnet production is, under conditions of’ 
full employment, unnecessary But it is precisely the mcessant excess 
of demand over supply that provides a powerful stimulus for expansion 
and higher profits This is the motivating force of the National Socialist 
economy 

‘Still bigger tasks than the ones he has . to perform in peace- 
time devolve upon the head of the enterprise in Ae war economy 
It IS understood that the war demands thorough planning in the 
use of man-power, raw material, and productive capacity and thus 
imposes certain planmng restnctions upon business However, this 
kmd of planned economy must never lead to a situation m which 
the mitiative and the working impulse of industrialists are hampered 
by executive agencies of the authorities Extensive restriction of free 
market production does not mean obstructing the entrepreneurial 
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initiative, on the contrary, the more active, resourceful, and dating the head of 
the enterprise, the more mil he be able to fulfil his war task ’ * 

In these words Major-General George Thomas, the head of the division 
of defence economy in the High Army Command, outlmed the tasks of 
the entrepreneur It is the most darmg and the most ruthless competitor 

who wins and shall win Price control organizes and speeds up the process 
of selection taking place in a competitive economy 
Pnee control does not negate the profit motive but rather mtensifies it 
Even if the volume and the kind of production were fully regimented, 
the entrepreneur would have no other aim than to produce profitably, 
and no price decree negates this prmciple In every economy m which 
the flow of commodities is punctuated by money transactions, the im- 
possibility of making profits would be cqiuvalent to being debaired fiom 
produebon Since, besides, the raismg or even the mamtaining of a 
production level depends upon the supply of raw material and labour, 
and this in turn is easiei to secure to the most efficient plant, profit- 
making and accumulation become m fact more imperative than ever 
Each restriction imposed upon the entrepreneur sharpens the stmg of the 
profit motive Each regimentation strengthens the need of busineiis to 
have pull with the authorities A good connection with the raw-material 
allocating agencies, the labour exchanges, the puce-control agencies 
becomes in fact a priceless commodity— as one National Socialist 
economist frankly admits Even admitUng that National Socialism 
has succeeded m stabilizmg the prices — ^wbich it has not — there is no 
price control for either hquid or fixed capital Even if the prices of com- 
modities weie completely freed from the pressure of supply and demand, 
the prices of capital, of quotas, of permits, of shares, of bonds, of patents, 
of licences would still be definitely subjected to it It is by this detour, 
so to speak, that the maiket laws aie still operating 
Nor does the fact that the government is the major buyer change 
the pattern It is again true that the government as the major buyer 
and distributor receives a huge part of the total demand and can 
thereby direct, contiact, or expand it Yet even there economic limits 
exist that cannot be transcended If we assume — ^we shall have to prove 
it in the next chaptei — that the social system of National Socialism is 
based upon full employment m order to ward off opposition of the woik- 
mg classes, then a contraction of government demand must be compen- 
sated for by an expansion of private industry, moreovci, the buying 
capacity of the state is limited by the volume of production and the speed 
of the flow of commodities In an economy m full production, the print- 
ing of money will not increase production , it can only change the distri- 
bution 

♦ Italics mine —F N 
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4 Profits, Investments, and ‘the End of Finance Capitalism* 
Does the control of profits and investments change tins picture? If they 
were rigidly controlled, if a planmng machmeiy directed the flow of 
investments accoidmg to social principles, if profits were taxed away, 
then possibly the system would no longer be»capitalistic 
But a profit contiol never has existed and does not exist today Not 
even the celebrated Dividend Limitation Act of 1934 contains a profit 
control According to the act, which in German is called AduheUock- 
gesetz, ajoint stock corporation should not distribute more than 6 per cent 
(in some cases 8 per cent) among its stockholders Dividends in excess 
of 6 per cent or 8 per cent had to be paid into the Gold Discount 
Bank, which invested them, on behalf of the stockholders, in government 
bonds The bonds were to be redeemed in 1938 and could be used for 
paying taxes in 1941 and the following years The act, therefore, had no 
intention of cutting down profits but merely of lestricting the distribution 
of dividends among the shareholders, who, in the view of Geiman 
economists and lawyers, are a mere nuisance The act thereby intended 
to make the stock market less attractive m order to divert the flow of 
capital into the government bond market The act thus belongs to the 
policy of controlling investments Up to 1936, the capital maiket 
was almost closed to private industry and reserved foi the government, 
but in 1936 this ban was relaxed and in 1939 piactically abaiii^oned 
The effect of the act was small By the end of 1940 the accumulated 
dividends amounted to merely 108,000,000 marks Aside from price 
contiol and taxation, there was no profit control of any kind 
The situation changed in the spiing of 1941 On 5 and n March 
1941, the Four-Year Plan office and the price commissioner jointly 
issued two decrees I quote that of 1 1 March 1941 

‘The price-superwsing offices are authorized to older that profits 
which have been made contrary to the piovisions of the war economy 
decree of 4 September 1939 have to be delivered to the Federal 
Government even if no infraction against the law has been com- 
mitted Against the order of the pnce-supervising offices an appeal 
can be lodged within a week with the pnce-formmg offices 
‘The federal price commissioner and the pnce-formmg offices may 
change the orders when such action is justified according to the 
principles of the national economy ’ 

Two rulmgs aie in effect that concretize these measures, one for 
industiy and one for trade The details do not concern us here. The 
basic prmciple is that wherever super-profits have been made in the past, 
they must be paid to the federal government, while, for the future, 
prices must be lowered In both cases only the lower profits -will be subject 
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to corporate and income taxes By profits the price commissioner pJftier- 
stands the profits of a whole enterprise, not the profit deriving from specific 
commodities, so that losses and profits in different depaitments or com- 
modities can be equahzed. Expenses for mvestment are not deductible 
fiom profits except by special permission of the price commissionei . 
Plants with highei production costs ought to have smaller profits than 
those with lower costs ‘THe differential rent is, therefoie, admitted ’*’■ 
All measuies have to be earned out m conjunction with the competent 
economic groups. 

The new enactments do not, therefore, abolish the previous price- 
control measures, they mcicly supplement them Their primary aim 
is undoubtedly the lowermg of the price structure The social aims 
stand in the foreground, it is the prices of consumers’ goods which 
should primarily be lowered But the decrees do not demand ‘eco- 
nomic suiude’,*^ they do not aim at destroying theprofits of an enterprjse, 
they arc directed merely against super-profits made by supei -prices It 
IS, however, very questionable whethei and how fai the lulmgs have been 
put into operation * 

A speech of Mimster of Economy Funk indicates the tiend of the new 
legislative enactments Funk attacked the self-financing of German 
industry and also announced the intention of restricting the distribution 
of dividends to 6 per cent, at the same time the possibility that the 
nominal value of the shares could be raised was admitted The decree 
of the Ministerial Council for the Defence of the Realm of 12 June 1941 
translated Funk’s announcement mto piactice ** For the duration of the 
war, dividends are limited to 6 per cent except in the cases of corpora- 
■fions havmg paid more than 6 per cent A limitation to 8 per cent is 
introduced m regard to dividends paid in cash, but the excess earnings 
must be mvested by the coiporations in government bonds which the 
ministry of economics holds m trust The decree, finally, imposes heavy 
taxes on excess dividends But — and this is the big hole — the decree 
allows the revaluation of capital, and the leports of the Frankfurter 
Ztiiung show that a large number of corporations have already availed 
themselves of this opportumty The leader of the national group industry, 
W. Zangen, explained that dividend limitation and profit freezmg are 
merely war measures, to be discarded after the war {Frankfurter Ziitang, 
6 July 1941), and the oflScial press release stresses that ‘it does not lie m 
the mterest of the economy or of the enterprise to lay baie too 
much of the hidden reserves’ of an undertaking — self-financmg shall, 
therefore, not be tampered with 

The inteipietations m the German penodicals and press are very 
contradictory Some take the view that it would be sufficient to raise 

* These rulings seem to have been rescinded by Fischboeck and are to be 

replaced by an extremely mild profit tax See DAZ 15 March 194a and 
Frankfurter Z/nlung 29 March 1942 



the nominal capital of the shaics This would lead to a higher amount 
of fhitributed dividends,*® would raise the income taxes, and would, 
thereby, ultimately increase savings Others direct the attention to self- 
financing, which robs the tax offices of taxes and makes a comprehensive 
investment control impossible 

As we have already mentioned, the new decrees may be directed against 
internal financing {acting, therefore, as a kmd of undistributed piofit 
tax), and it is this phenomenon that we shall have to discuss, because it 
constitutes one of the decisive aspects of German economic life We 
have seen that the capital market was closed to private busmess until 
1939 so that expansion could be financed only mternally, out of undis- 
tributed profits The 1933 legislation had, as we have already seen, 
encouraged internal financing by tax privileges and tax exemptions 
As a consequence, undistiibuled profits rose for the old territory from 
175,000,000 marks in 1933 to 1,200,000,000 in 1935, and 3,420,000,000 
m 1938, and have since iisen considerably We have to add to this 
figure the internal investments of individual firms and partnerships, 
estimated at more than 1,000,000,000 marks, so that for 1938 we reach 
a figure of nearly 5,000,000,000 marks undistributed profits, while the 
total of savmgs accumulated in the savings banks m 1938 amounted to 
merely 2,000,000,000 marks and distributed dividends duiing that 
year to approximately 1,200,000,000 marks These figures make via 
realize that a decisive change has taken place, a change even greater than 
the change in the Umted States revealed in the heaiings before the 
Temporary National Economic Committee The FrankfurteT Z^itung 
of 14 March 1941, says about this situation, that while balance sheets 
of the corporations became ‘untrue’ due to self-financmg, ‘many dividends 
have become “unnatuial” to a still higher degree — of course, -un- 
naturally low’ ‘It cannot be overlooked’, so it says on to January 1 941, 
‘that It is just the plants necessary for warfare which, in many cases, 
possess a considerable fortune for investments out of then own strengtk 
and a high and even ever-inci easing liquidity ’ Industi7 is no longer 
indebted to banks The nominal capital of the coiporations is low, the 
reserv'es are high and peimanently mcreasmg. 

Yet even the shareholders cannot complain , not only did the stock- 
pnee index of the Frankfurter Zttiung (accordmg to its issue of i o January 
1941) rise from 128 22 m September 1935 to 180 97 m November 1940, 
but even the average dividends rosefrom4 20 per cent in 1935 to 6 49 per 
cent in 1939, while the average yield increased from 3 91 per cent in" 
1935 to 5'19 per cent m 1939 *® 

The victory of internal financing over the borrowing from banks, 
savings banks, and msurSnee institutions indicates the decline of the 
investment banks, and the decay of the lole of bankmg capital That 
dechne is a universal trend and is as operative m the Umted States as it is 
in Germany This trend seems to be determmed by the decline m the 
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pace of economic expansion, by the monopolistic and caitel structure, 
which, by granting differential rents, facilitates the internal accumufetion 
of capital , by the growth of institutional investments, govei nment spend- 
ing, and financing 

The pamacy of self-financing ovei boi rowing is not the end of capital- 
ism and is not even the end of finance capitalism, It merely indicates 
that the seat of finance capitahsm has shifted fiom the banks to mdustry, 
or lather to a congruence of banks and industry The Bmk-Anhiv,^^ a 
periodical issued by the economic group ‘private banks’, quite openly 
ridicules the attempt of heavy industiy to present internal financing as a 
kind of socialism, as a fight against capitalism and capitalistic principles 
of financing What the Bank- Archtv attacks is the veiy basis of the National 
Socialist ideology, and this attack leveals the sham character of National 
Socialist anti-capitalism 

National Socialist anti-capitahsm has always exempted pioducbve 
capital, that is, industrial capital, from its denunciations and solely 
concentrated on ‘predatory’ (that is, banking) capital We have already 
pointed to the party programme of 1920 •" But even the fight against 
banking capital was only a sham On 14 Octobei 1930, the National 
Socialist pal liamentary group introduced into the democratic paihamcnt 
a draft bill demanding the confiscation without indemnity of the ‘entire 
property of the bank and stock exchange barons, of the eastern Jews, 
and of othei foreigneis who had entcied after i August 1914, and of all 
additional pioperty acquued through war, levolution, inflation, or de- 
flation after that date’. When tlie Communists and Social Democrats 
declared their mtention of voting for the bill, the National Socialists 
quickly withdrew their motion Still the attack against ‘predatory’ as 
_ opposed to ‘productive’ capital did not cease, on the contrary) it in- 
creased by leaps and bounds The slogan was no doubt popular — a bank 
IS always a creditor of the small and little business-man and, therefore, 
hated as a creditor usually is Interests on loans are no doubt not the 
outcome of productive labour, though they are necessary within the 
capitalistic system Fmance capital as identified with bankmg capital 
has always been the target of all pseudo-socialist movements, movements 
that never dared to touch the foundations of capitahst society but rather 
sought a reform that would break the poisonous teeth off the capitalist 
system and direct the deep resentment of the masses against exploitation 
towards certain concrete symbols Whether the chosen symbol is John 
Pierpont Morgan or a Jewish banker is immaterial 
In singling out predatory capital. National Sociahsm treads in the 
footsteps of Proudhon, who, m his Idie Ghirale de la Revolution au 19' 
Sikle, demanded the liquidation of the Basique de France and its 
transformation into an institution of ‘pubhc utility’ together with a 
lowering of mterest to one-half or one-fourth of 1 per cent The Com- 
* See p 187 
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mumst Mamjisto had already denounced that type of socialism, the so- 
called ‘True Socialism’, as specifically Germamc Marx, m a letter to 
Engels on 8 August 1851,'® had, with supreme wit, denounced Proud- 
hon’s fight against banking capital and interest as a sham He had 
already pointed out that the so-called ‘social liijuidation’ is ‘merely the 
means of starting afiesh the healthy bourgeois society’. The theory 
expresses the longing of every non-mdustnal capitalist to become an 
industrial capitalist — a quite understandable wish The anti-finance 
capitalistic propaganda may have had even a certam amount of truth 
m It when banking capital really was decisive, when banks could control, 
merge, and acquire industries, when money alone really repiescnted 
economic power But, as we shall see, that period is far behind us, and it 
is important to realize that National Socialist anti-capitalism and its 
fight against predatory capital was raised to the rank of the supieme 
economic principle in a period when banking capital has lost its signific- 
ance, when the investment banker has lost his power, when money alone 
cannot found economic empires, when, in short, industry has become 
financially almost self-sufficient, when it not only finances its own 
expansion by* its own means but even penetrates into banks and insur- 
ance institutions and subjugates them to the needs of the industrial 
capitalists 

It IS iromcal that the exclusive concentration of National Socialist 
anti-capitalism on banking capital was preceded by the economic doctrine 
of the leading Social Democratic theorist, Rudolf Hilferding, who de- 
voted a whole and deseivedly famous book to showing how banltmg 
capital becomes the promoter ‘and finally the ruler in industry’ ‘In 
the final instance’, he continues, ‘this tendency would lead to the fact 
that one bank or one group of banks obtains the contiol over the whole 
money capital Sucli a central bank, therefore, would control the whole 
social production’ (page 218) As unportant as is his theoretical basis 
are the political consequences he draws ‘As soon as finance capital 
has achieved control over the most important branches of production, 
the seizuie of finance capital by society, through its executive 
organ, namely, the state which has been conquered by the proletaiiat, 15 
sufficient to achieve immediate control over the major branches of pro- 
duction’ (page 473) And aheady m 1910 he maintained that ‘the 
seizure of six big Beilin banks would already mean today the seizure of 
the most important spheres of the great industries ’ 

JThe economic theory of the Social Democratic party, however, 
lagged behind reahty even before the First World War For in igro, 
when Hilferding’s book was published, the theory of the supremacy of the 
banks over industry was no longer completely true. Emil Kirdorf, one 
of the leaders of heavy industry, the representative of the most die-hard 
industrialists in Germany and a close friend of Hitler, who visited him 
on his Both birthday and handed him the eagle shield of the Third Reich, 
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had stated as early as 1905 ‘Never has the power of the banks over us 
been as weak as it js today Many competent economic observers m 
Germany shared Kirdoif’s view 

The relation between industrial and banking capital passes through 
three stages in the early stage of large-scale industry, capital formation 
within industry is not sujEcient for expansion Industry needs large 
amounts of capital in single lumps The banks orgamze the credit system 
by canalizing the savmgs of the masses, especially to the raili oads In this 
period the demand for money capital is indeed high, and correspondingly 
the power of the banks, whether m the form of the private investment 
banker as in the Umted States, or in that of the jomt stock banks as in 
Germany. In the second phase, however, the accumulation of capital 
within industry increases to such an extent that industry becomes almost 
independent of the banks and is able to finance expansion out of 
undistributed profits In the final phase, that of National Socialist 
monopoly economy, mdustry is often incapable of mvestmg all its savings 
m Us plant It begins to expand into almost any other economic activity, 
and even begins to conquer banks and insuiance institutions — and 
thereby assumes the lole of the finance capitalist 

The fight against banking capital is not anti-capitahsm , it is, on the 
contrary, capitalism and indeed often fascist capitalism, not only m 
Germany but m almost every other countiy Those who do not tire of 
attackmg the supremacy of finance capital (by which they always under- 
stand banking capital) thereby play into the hands of the most powerful 
and most aggressive groups m modern society, the mdusti lal monopolists. 

, Whenever the outcry against the sovereignty of banking capital is m- 
jeeted into a popular movement, it is the surest sign that fascism is on its 
way. The Bank-Archiv, which is closely connected with the economic 
group ‘private banks’, ridiculed, therefore, with full justice the so-called 
socialist character of mtemal financing as asserted by heavy mdustry 
Unfortunately the Bank-Archiv stops here One step further and it would 
have recognized the sham of the whole National Socialist economic 
philosophy 

Troance capitalism is not dead , it is a reality and a very powerful 
one, too. The accumulation of undistiibuted profits by the corporations 
was not merely used for plant expansion and for an mcrease in stock, 
but It was as much utilized for the extension of the power of the mono- 
pohes ovci other enterprises That we have already shown in detail 
But we have still to prove the congruence of industrial and banking 
capital and the extent to which industrial capital penetrated into the 
banks We have no other means of ascertaining this except by analyzing 
the composition of the supervisory boards We select two banks, the 
Deutsche Bank and the Dresdner Bank 

in the Deutsche Bank the supervisory board consists of two chairmen 
and thirty members. Only three of them belong to the admimstration 
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of the bank, among them the vice-president of the Reichstag, Dr, E. G. 
von Stauss , four are connected with other banks ; one may be considered 
as somehow representing pubhc mterests ; those remaimng are delegates 
of mdustiial combmes, of the Hamel combine (heavy industry), of the 
Umted Steel trust, of the Hoesch combine (heavy mdustry), of the Man- 
nesmann combine (represented by the leader of the national group 
industry, W Zangen), of the chemical industry (Henkel and Pietzsch, 
who IS also president of the national economic chambei ), of the Quandt 
combine, of the Dye Stuff tiust, of the cigarette industry (Reemtsma), of 
the potash mdustry (Saladethfurth), and of the automobile industry (the 
Duke of Saxe Coburg-Gotha) Not much different is the board of the 
Dresdner, which formerly belonged to the federal government. Its 
supervisory board has one chairman, three deputies, and twenty^3even 
membeis Only the chairman belongs to the Dresdner Bank proper; 
one 13 a member of the Reichsbank, five belong to other banks, three to 
insurance institutions, tluec to the CJormg combine and the rest to private 
combmes such as Krupp, Junkers, Fhck, North German Lloyd, auto- 
mobile industry, Wintershall and jkisch 

Industrial capital also pushes mto the insurance corporations, Krupp, 
ROchhng, and Mannesmann into the famous Allianz; the steel trust, 
Quandt and Hoesch, into the Gerlmg combine, to name but a few. 
They are thus also trying to control institutional investments Nor is this 
all Piivate mdustry and allied big banka have also penetrated into the 
mortgage banks, which finance agriculture by the issue of mortgage 
bonds In, the Rhemsh Moitgage Ciedit Bank we find representatives of 
Rochling, of the Dresdnei Bank and of a number of private banks The 
automobile industry, Krupp, the Dresdner Bank, and a number of 
private banks have entered into the German Central Real-Estate Credit 
Bank The chemical industry, the Deutsche Bank, the Dresdner Bank, 
and private banks have entered mto the Rhemsh Westphahan Real- 
Estate Credit Bank There is, I bebeve, not a single fully autonomous 
bank in Germany No independent financial combmes as they exist in 
the Umted States — even if then power is reduced — are to be found in 
Germany — contrast to Austria of 1931, where the Austrian Credit 
Bank dominated industiy and its collapse seriously threatened the whole 
industrial structure of Austna 

But even as far as the banks proper are concerned, they have not 
become simple governmental agencies They in turn have expanded not 
only in incorporating private banks, especially the Jewish banking 
busmess, but m acquiring a number of commercial and industrial hold- 
mgs, partly-in the process of Aryamzing, partly m that of Geitnamzation, 
The Deutsche Bank, for instance, acqmred go per cent of the capital 
of the Banca Coimnerciala Romana m Bukarest— French and Belgian 
mterests had to withdraw Two of the Czechoslovakian Banks have fallen 
prey to the Deutsche and Dresdner Banks, other Rumaman and Yugo 
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slavian banks have been taken ovei by a number of other German banka 
— so the FrankfurUr Z^itmg proudly reports on 4 June 1941 

Nevertheless it is in the control of the banks that the influence of the 
state 13 great, so great indeed that a change m the socio-political structure 
must be admitted A special statute of 1934 created a credit supervisory 
board ** composed of the president and vice-president of the Reichsbank 
directorate, a member appointed by Hitler, and the secretaries of state m 
the ministries of finance, economics, food and agriculture, and the in- 
terior The leading influence belongs to the Reichsbank The board 
enacts rulings which serve a dual puiposc They intend to prevent all 
those misuses in the banking system that had become apparent and were 
partly the cause of the banking crisis of 1931 The board may therefore 
issue rules fixing the amount of reserves, regulating the liquidity of the 
banks, controllmg the granting of credits fo employers of the bank But 
the board exercises also an mvestment control The actual supervision 
of the credit structure is cairied out by a federal credit commissioner to 
whom IS entrusted the actual supervision withm the fiamework of the 
lulmgs of the supervisory boaid O G Fischer’s article stresses the 
groups’ supi erne importance in exercismg the control of credits Not only 
'has the power of the piivate banks decreased in view of the significance of 
dntemal financmg, but the banks have also been superseded to a large 
extent bv the public financial institutions and by institutional financing 
(savmgs banks and insurance institutions). 

The centre of the credit structure is, of course, the Reichsbank, no 
longer an autonomous body controlled by the shareholders and the 
directorate, but, since 30 August 1934, simply an executive agency of the 
federal government Section 6 of the new statute states that ‘The bank 
is administrated by the Reichsbank directorate which stands directly 
under the Leader and Chancellor, it consists of a president acting as 
chairman, and the necessary number of members The Reichsbank 
directorate especially deteimmes the currency, discount, and credit 
policies of the bank ’ By its powei to discount bills the Reichsbank exei ts 
considerable influence over the private banks By closing the capital 
market to private industiy it compelled the banks to invest pnmaiily in 
government bonds — ^which the banks did without reluctance because of 
then high liquidity It is, therefore, true that the contiol of credits no 
longer rests with the banks But this does not mean that it rests solely 
with the federal government, since internal financing sets up a definite 
limit, and besides, government spending flows to a large extent into 
private industry 

Credit control, nevertheless, mdicates a new phase in the development 
of the pohtical sti ucture of society Under conditions of hberal democracy, 
the control of the ciedit machinery gave the banks a stranglehold upon 
the pohtical machinery, while the independence of the central banks 
more than once was utilized by powerful financial and industrial interests 
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to bleak the neck of any government that threatened their pimleges. 
The history of France, of Great Britain, and particularly of Geimany in 
1923 and 1924 provides a large number of instances 
This private money capital can no longer do Banks, insurance institu- 
tions, and savings banks cannot invest wheie they please They can no 
longer organize investors’ stiikes. The central bank can no longer 
sabotage the financial machinery, or paralyze a political system In this 
field the state has indeed absolute supremacy But this supremacy does 
not mean that the flow of mvestments is planned Indeed it is impossible 
to say that investment plannmg exists in Germany Too large a sector, 
sclf-financmg, is completely free from regimentation Neithei does the 
state’s sovereignty over the credit system mean that that control is 
exercised for the sake of universal interests Nor does it mean that the 
banks are opposed to cicdit control There is no longer any need foi a 
banker to go on stiike against the government, since the short-term 
interests of the banks and of the government have become almost 
identical The regime fulfils then expectations 
The supremacy of politics within the credit system, in spite of the re- 
duced sigmficance of that credit system for industrial capitalism, makes 
It again urgent to subordinate the pohtical machinery to the needs of 
capital The more the state regiments, the greatei the urgency to elimi- 
nate the ‘accidents’ inherent in every democracy, that is, to make the 
political system safe foi bankmg capital too It is significant that some 
of the most powerful figures m the National Socialist lueraichy aie out- 
standing bankers Di E G von Stauss of the Deutsche Bank is a vice- 
president of the Reichstag , O C Fischer, originally of the Reichskredit- 
gesellschaft, now a partner m a powerful piivate bank that gieatly 
benefited fiom Aiyanization, is the leader of the national group banking , 
Friedrich Reinhart, with the Commerz-Bank, is president of the Berlin 
stock exchange, leader of the economic chambei Berlin-Biandenberg, 
member of the central comnuttee of the Rciclisbank and of the advisoiy 
committee of the railroads , Kurt von Schroder of Cologne, the famous 
intermediary between Hitler, Papen, and Hmdenburg in January 1933, 
sits in almost every important supervisory board We may also mention 
agam Kurt Weigelt, a member of the management of the Deutsche Bank, 
member of the colonial ofHce of the National Socialist party and close 
collaborator of that ai ch-imperialist, Werner Daitz * They aie repre- 
sentatives of powerful banking interests and at the same time outspoken 
advocates of National Socialism. 

The control of profits never has existed and does not exist today. The 
distribution of dividends has now been restricted to 6 per cent— it is even 
possible that some kind of undistributed profit tax might be levied on the 
basis of the so-called profit-ficezmg decrees of the price commissioner. 
They would not change the picture 

♦ See p 143 
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Ttere is a control pf cterjrts, wMch, however, halts before one of the 
essential sources, self-financing, where the mechanism of capitalistic 
society fully asserts itself. The existing credit control strengthens the 
necessity for business to get power smd more power over the state 
machinery. 


5 Foreign Trade, Autarky, and Imperiausm 
Foreign trade may be a means of enriching a higher and better- 
organized nation at the expense of a less industrialized. This is the 
essence of foreign trade even under conditions of free competition That 
was not Ricardo’s view In the seventh chaptei of his Principles he tries to 
prove that the profit rate can only be raised by the lowering of wages, 
while foreign trade, though beneficial to the country, never mcreases 
profits Wc believe that on the woild market commodities are not ex- 
changed at then value, but that, on the contrary, a more industrialized 
country changes less labour for more Foreign trade, under conditions of 
free competition, is thus the means of transferring piofits For this reason, 
foreign trade is one of the decisive means of countei acting the dangers 
arising from domestic over-accumulation and the saturation of the 
domestic market. The fight for a bigger share m foreign trade thus 
assumes paramount importance for every industrial nation In addition, 
it brings in surplus profits that may even be, for a time, the sole source of 
profits Tbs fundamental impetus has not changed. V^at have changed 
are the methods 

As soon as Germany began to threaten England’s trade monopoly, 
the whole situatbn on the world market underwent decisive changes 
culminating m what amounts to a state-regimented foreign trade. 

England’s supremacy was threatened when Germany acbeved a 
monopolistic structure protected by tariffs Monopoly and tariffs deeply 
affect the character of foreign trade , they give birth to dumping, that is, 
to a differential between domestic and export prices, to the cutting of 
'export pnees on the basis of a bghcr domestic price structuie ‘Once 
monopoly control has been achieved m the domestic maiket, it may pay, 
if domestic orders do not fully occupy the productive facilities, to bid for 
orders in other markets at prices lower than those exacted at home,’®’ says 
America’s foremost eicpert m the question of dumpmg 

This, mdeedj was the situation in Germany as early as the turn from 
the nineteenth to the twentieth centmy England, the ‘have’ nation, was 
the country of free trade, Germany, the ‘have-not’ nation, was the 
country of monopohes and protection The cartel system made it 
possible for a time to sell on the world market without piofits, even at a 
loss, since the cartel rent and protective tariffs operated as an mdirect tax 
levied upon the domestic consumers and paid to the cartels, and thus 
compensated the domestic industnes for tlic temporary losses on the 
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international market Cartels and protective tariffs thus changed from a 
device for the protection of the domestic market into one for the conquest 
of foreign markets 

Dumping as a practice of German monopolies was the subject of a 
federal investigation as early as 1902, namely durmg the first federal 
cartel inquiry, and became the standard practice of German mdustiy 
when industry openly became imperialistic But this very process creates 
counter-tendencies, above all the monopolization of raw materials in the 
‘have’ countries Rubbdi and tm, oil and copper are, as every raw 
material is, conducive to monopolization International cai tels and pools 
raise the prices, curtail production, and theieby impose taxes upon the 
have-nots that heavily reduce their profits The monopolization of the 
raw-material market has often been discussed and the supei -profits 
accruing to the monopolists have often been attacked There is no doubt 
that the mastery over the law-mateiial market tends to dimmish the 
profits that are derived from industiial pioduction 

But the monopolization of raw material has a second, a political, 
function If a countiy like Germany is committed to expansion, the 
control of raw material becomes a pohtical as well as an economic 
necessity International cartel agreements, even if Germany shares in 
them, wdl not be sufficient to protect hei interests The supply of raw 
material may be cut off and her industrial production may be jeopardized 
at any moment The secmity of the raw material supply thus becomes a 
problem to be solved by the state The political power of the state must 
get control over territoiies where such raw materials aie found. More- 
over, during the Weimar Republic, the government’s gold reserves 
became depleted and raw material imports could be paid for solely by 
the export of finished goods But smee the spread of protectionism made 
the export of finished goods more and more difficult, political contiol 
over territories producing raw materials seemed inescapable to a Germany 
committed to foreign expansion. 

Not only the raw material supply, but also the expert tiade proper 
must ultimately rely upon pohtical protection Monopolies and tariffs m 
one country beget monopolies and tariffs m a competing country. Dump- 
ing by one state produces dumping by others, until a time comes when 
pohtical power has to decide which competitor shall exploit the market 

This coalescence of foreign trade and politics leceives a new stimulus 
by capital export Capital export is not just one of the many phenomena 
of capitalism, it is the derisive phenomenon m the stage of modern 
capitalism. If the internal market is over-capitalized, if domestic invest- 
ments do not yield returns, if the pace of economic expansion slackens, if 
domestic depression throws the economy out of gear, if the burdens can- 
not be fully thrown upon the large masses of the people because parlia- 
mentary democracy functions and trade umons operate, the need for 
capital export becomes more and more stringent. Capital expoit is the 
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cxpoit not meiely of money but also of indxistrial equipment. To secuie 
a sufficient and stable return fiom investments, political means once 
again aie necessary. 

Tins IS the secular trend of foreign trade domestic monopolies and 
protective taiiffs — dumping — monopolistic exploitation of raw-matenal 
producing countries — control of foreign trade to save gold for the pay- 
ment of imports — capital export — demand foi political guarantees of 
investments 

It IS against this baclcground that Germany’s foreign trade has to be 
understood It is foieign trade m name only Foieign trade and currency 
manipulation now become predominantly the means of subjugating 
foreign countries 

It is, therefoie, nonsense to mamtain that Germany aims at autarky 
or self-sufficiency Autaiky is not Gennany’s long-range aim but a 
political necessity for a country out to wage war against a woild that 
controls most of the vital raw mateiials Autarky is the philosophy of a 
fortress about to be beleagueied Even dm mg the Weimar Republic the 
debate on autarky raged among economists and the wide public Tlic 
discussions, when we re-iead them today, betray a complete unreality 
Those who advocated self-sufficiency as a ‘new philosophy of life’, as a 
‘platonic idea’ (like Sombart and Fried), wanted Germany to devote 
Its energies to internal reconstruction and even to undo part of its 
industrial development and turn to agriculture The statistics that the 
advocates of autarky appended to their books intended-to prove that 
once the domestic resources of Geimany were fully utilized (like low- 
grade iron ore and synthetic industries), Germany would become nearly 
independent of the outside world and only a narrow margin of imports 
would be needed, which could be paid for by the export of finished goods. 
The advocates of autarky thus demanded a ‘conscious withdrawal fiom 
the world economy’ Apptirently they did not expect that only one year 
later Germany would be committed to a leaimament progiamme such 
as the world has never seen before, that mdustiial capacity would be 
expanded to tremendous proportions, and that enormous quantities of 
raw material would have to be imported, in addition to the full utiliza- 
tion of domestic resources — while le-agrarization remained a pious 
dieam that was certainly not even dreamed by the National Socialist 
leadership except perhaps by Dr Darr6 

Autarky in Germany is not a new philosophy of life, it does not express 
the wish of the leadership, it does not imply the undoing of industrializa- 
tion, It IS merely a war measure intended to make Germany as inde- 
pendent as possible m foodstuff, fodder, fats and raw material Its 
ultimate aim is the conquest of raw material bases and of markets for 
export goods Free trade no longei opens such vistas. The world is 
divided among powerful states, each of them committed to protect its 
own economy. The higher the industrial capacity of Germany, the more 
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foreign markets will be needed to absorb production. Even A com- 
pletely Nazified Europe will not be sufScient. The grossdmtsche Reich will 
not be able to absorb the goods unless the process of industriahzation in 
the conquered territories and perhaps even m the old federal territory is 
deliberately reversed. Even assuming that Germany will retam control 
of the whole of Europe (excepting Russia), the new order must still rely 
upon imports of foods, fodder, and raw materials — as a Brookmgs Institu- 
tion study has convincingly shown Yet even the figures this study 
mentions may be more oi less meaningless, as the author admits They do 
not and cannot take account of the amount of destruction wrought upon 
Europe Tliey cannot foresee whether Nazi Euiope will receive co- 
operation or hostihty from the rest of the world One factor, howevei, 
will always remain Germany wdl need enormous amounts of raw 
material to keep its industrial machinery gomg, and the greater the 
industrial machinery, the more it will need, and the more urgent will 
be the need for foreign trade with the rest of the world 

This IS implied m Minister Funk’s speech of la June 1941, given m 
Vienna before the South-eastern Europe Society, headed by Baldur von 
Schirach, he insisted that extreme autarky would lead to the impoverish- 
ment of Germany and must, therefore, be rejected as the extreme inter- 
national division of labour Large-space economies and world trade are, 
m his view, not incompatible, and Germany demands ‘free access to the 
markets of all countries’— which, in his view, does not imply that other 
competitors should be arbitrarily excluded The most comprehensive 
analysis of Germany’s foreign-trade policy yet undertaken comes, 
indeed, to a wholesale refutation of the autarky philosophy 

Autarky is mdeed incompatible with Germany’s imperialist population 
policy Autarky would imply the reduction of the standard of living to 
the lowest level and ‘is thereby the means of m akin g impossible an active 
population policy’ Autarlcy is mcompatible with the doctrine of social 
impenahsm, which, as we have tried to show, is directed against th? 
Anglo-Amencan ‘haves’ Therefore, it is merely a transitory phenome- 
non, and not even a complete one — ^whether it is a ‘small’ or ‘large-space’ 
autarky 

As a result Germany will be diiven to the conquest of the world market, 
for It 13 an mdisputable fact that the bulk of surplus goods is absorbed 
not by trade with colonial, semi-colomal, and non-mdustnal states, but 
by trade with industnal nations To trade successfully with them, that is, 
to transfer from them more labour foi less labour, can no longer be 
carried out by mere economic exchange but only with the help of political 
domination that mcorporates the states into Germany’s currency 
system. 

National Socialism has always recognized the supreme importance of 
foreign trade ‘We know that the geographic location of Germany, 
poor in raw materials, does not permit complete autarky for our Reich. 
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It must be jmisted agam and agam that the federal goyernment is far 
from being hostile to cxpoj-ts We know that we need connections with 
the world and that the sale of German commodities nourishes many 
million Germans ’ This was Adolf Hitler’s view on 33 March 1933 
Germany’s trade pohcy encouraged export trade wherever it could. 
A federal foieign-trade board was established (October 1933) as a 
liaison agency to the ministries of economics and foreign affairs. It is 
assisted by a foreign-trade council composed of the most powerful repre- 
sentatives in foreign trade Federal export insurance, formerly the busi- 
ness of private insurance corporations, was now given by the state T rade 
with Russia had always received favourable treatment, and Germany 
often advanced money to Russia Similar agreements were made with 
the Balkans Reduction of transportation rates, tax privileges, direct 
subsidies by blocked marks, and collective levies raised within the 
economic gioups (s8 June 1935) gave additional stimuh 
The policy was successful on the whole, though the annexation of 
Austria worsened the condition of foreign trade ** A number of methods 
were used for the purpose of securmg raw mateual and of conquering 
foreign markets, namely the control of foreign currencies, the manipula- 
tion of clearing agreements, and barter-trade methods It is these aspects 
of Nazi policy that are best known to the outside world Control of 
foreign currency proved an excellent means of gettmg rid of foreign 
debts It is a well-known fact that the bigger the debt, the more powerful 
the position of the debtor To owe huge debts gives power — this is one 
of the anomahes of every credit system. It makes it risky for a creditor to 
insist on the payment of a huge debt if that insistence might lead to the 
destruction of the very existence of the debtor Big debtors must, there- 
fore, be handled with care, they must be treated like hens laying golden 
eggs — the future To this general observation there must be added the 
solidarity of international capitalism. To msist on German payments 
might, m the view of the creditors, have driven National Sociabsm mto 
Bolshevism This was indeed the music that Schacht played with success 
German mdebtedness to foreign creditors was high The Layton- 
Wiggm Committee appomted on recommendation of the London con- 
ference of 1931 established it at 23,000,000,000 marks — 8,000,000,000 in 
long-term, 9,000,000,000 m short-term loeins, and 6,000,000,000 in other 
investments The depression and the collapse of international trade 
(see note 66) made the flow of gold from Germany and the payment of 
reparations extraordinarily difficult This difficulty was overcome, how- 
ever, by thcHoovermoratonum, which Congress latified on 22 December 
1 93 r Reparation payments ended in the middle of 1 93 1 . But these pay- 
ments never were a considerable drain on German resources From 1924 
to July 1933, 11,400,000,000 marks were paid,*® though that figure is 
disputed as too ffigh How little the reparation payments amounted to 
may be gathered from the fact that domestic savmgs from 1925 to 1928 
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amounted to 25,000,000,000 marks and those from 1925 to 1930 to about 

45.000. 000.000 marks.’® 

While reparation payments were thus ended, the payment of private 
debts still remamed a problem The legal means of stopping them was 
the decree for the control of foreign currency enacted by President von 
Hhndenburg on the basis of Article 48 of the Constitution on 1 5 July 1 93 1 ; 
this decree served m turn as the basis of a number of other decrees, ivhich 
were ultimately codified in one comprehensive regulation ” Control of 
foreign currency was vested in the Reichsbanh, which, together with the 
Gold Discount Bank, was exempted from control AH others had to have 
permission to acquire, sell, or otherwise dispose of foreign-currency hold- 
ings and securities above a certain amount Exemptions were to be 
granted by the Reichsbank Future trading m foreign currency was for- 
bidden and securities acquired after a certam date were to be reported to 
the Reichsbank The legislation proved only partly efficient The dram 
on gold and foreign currency contmued and the gold reserves of the Reichs- 
bank fell from about 3,000,000,000 marks m the middle of 1930 to 

991.000. 000 in December 1932, and finally to approximately 78,000,000 
ui 1939 This, m spite of the various standstill agreements concluded 
between, the German debtors and the foreign creditors, first m August 
1931, and changed and renewed at various other dates 

The democratic government of Germany refused to go agam the way 
of devaluating the mark, as Great Britain had done in 1931 with its 
own currency This refusal was perhaps not so much a result of economic 
reasons as of psychological The terror created by the inflation of 1923 
was not yet forgotten There even existed political groups thriving on the 
inflation and fightmg for revaluation The government tued to check 
the dram on currency by sharpening the foreign-currency control legisla- 
tion Permission was now necessary for the paymg of imports, foreign 
services, for the amortization and mterest on foreign debts. 

The new currency legislation, of course, affected foreign trade. The 
currency contiol authorities had already the power to control the flow 
of imports and thereby the allocation of raw materials. 

This was the situation when National Socialism came into power The 
reparation problem had ceased to exist, but the deficit in capital pay- 
ments was still heavy It could still be met by Germany’s export surplus 
of about 1,000,000,000 marks (see note 66), but it was doubtful, mdeed 
unhkely, that the export surplus could be mamtained The devaluation 
of the mark by National Socialism was still more out of question, smee 
National Socialist propaganda had hved for years on the denunciation of 
the democratic parties as responsible for the 1923 mflation. The new 
regime started with a transfer moratorium, which was followed by a full 
moratorium m 1934 German debtors had to pay their mtemational 
obligations mto a conversion office for foreign debts, which, at discretion, 
could make payments to foreign creditors Only the Reichsbank and 
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the obligations arising from the standstill agreements were exempt, 
although certain concessions were wrought from time to tune by one or 
other creditor nation At the same tune the control of foreign currency 
was transferred to a special agency, until, on 24 September 1934, 
Schacht’s new plan went into operation and the njanipulation of foreign 
currency became entirely a function of foreign trade The supervisory 
boards and later the Reichsslellen* controlled the flow of imports A clear- 
mg office was established, a number of obhgations were denounced By 
clever manipulation of the stock and bond market the standstill debts 
were heavily reduced (to 4,100,000,000 marks in February 1933), while 
the subsequent standstill agreements and currency legislation tightened 
the control and closed existing leaks 
Control of foreign currency changed from a means of supporting the 
rather tottermg German currency, into a powerful device for controlling 
foreign trade and thereby subjugatmg foreign countries The currency- 
control offices and the Reichstellen could, at will, stop any imports from 
any country so as to soften it The law for the protection of the German 
commodities export of 22 September 1933 made possible the establish- 
ment of impiort quotas, the quotas being regularly determined by the 
treatment accorded to German exports 
Within a very short time bilateral trade agreements became the rule 
Export and import prices were often arbitrarily determmed Prices for 
food-stuffs to be imported, espeaally those paid to the Balkan peasants, 
were certainly high m terms of local currency, but the aim, of course 
entirely propagandist, was to wm the masses of the peasants for Germany. 
The hold that currency and import control gave Germany over most of 
the exportmg European countries was strengthened by clearmg agree- 
ments and barter contracts 

The essence of the clearing agreements, which soon became the con- 
dition without which trade agreements could not be concluded, is as 
follows German debtors paid into the Reichsbank or mto a cleanng 
account while the foreign importers paid to their central agencies The 
balances were then adjusted If Germany had a surplus in relation to 
another country, that currency surplus was used to pay her debts to a 
third over-seas country for raw material The agreements were made 
partly with central governments, partly with central banks The function 
of the clearmg agreements has been admirably described by Douglas 
MiHer” 

‘Exporters m Germany would ship, for example, to Yugoslavia and 
be credited with the mark value of their shipments by the German 
Reichsbank Yugoslav exporters to Germany would be credited m 
dinars by the central bank in Belgrade, with the two banka balancing 
accoimts Payment was credited to the exporters in each country m 
* See p 206 
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their local currency, and at the time of the year the balance would be 
carried forward m favour of one or the other country to apply against 
next year’s transactions.’ 

The aim of Germany’s trade policy thus became exceedingly simple 
to buy fiom a country as much as you can, acqmrc for instance the 
whole crop of a country — ^but without paying The increase m imports 
even led to the impoi tahon of finished goods in competition with German 
mdustry As a result of this policy Germany was in the process of 
becoming a huge debtor nation— on cleaimg accounts We have already 
mentioned the case of Denmark under German occupation * Today the 
accumulation of debts within Nazified Europe is a simple matter But 
even previously the economic position of certam countries, especially the 
Balkan states and some Central and South American states, played into 
Germany’s hands There was no consumer for their agricultural over- 
production except Germany The western democracies, which still 
pursued a policy of appeasement, were unable or unwilling to see that 
the fight against National Socialism must be fought on all fronts, not the 
least being the economic one, and that economic war could be waged 
only by taking over the surplus production of the threatened nations. 

Germany not only gained a supply of some law materials and food- 
stuffs by the clearing system, but also succeeded in economically sub- 
jugating the countries she traded with The National Socialist economists 
have therefore described the clearing system as the most powerful means 
of currency and trade politics ” Berlin has become the clearing centre 
and the Reichsbank has been deliberately over-valuated m comparison 
with the currencies of Holland, Czechoslovakia, Yugoslavia Clearing 
thus became the basis for what is called a ‘planned exchange of com- 
modities’ 

Baiter and clearing also gave an excellent means of floodmg^i country 
that had claims against Germany on the clearing account with over- 
valuated or depreciated export goods, the creditor nation often being 
glad to receive at least that 

This then is, in the briefest possible outlme, the course of Germany’s 
trade policy In it Germany’s imperialist character is most apparent 
Here the change in the methods of German capitalism is most manifest 
Here the congruence of economics and pohUcs becomes a complete 
identity of interests and aims 

It IS, we repeat, nonsensical to believe that Germany aims at autarky 
and renounces foreign markets Autarky is on the contrary merely a 
preparation for the conquest of world markets Since the world market is 
divided among powerful contendmg states, it can no longer be conquered 
by trade and investments but only by pohtical means. And since trade 
between industrial states is the essence of foreign trade, the pohtical 
* See p 150. 
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conquest of the world is and must be the aun of National Socialist 
Germany if she wants to survive as a highly mdustnahzed nation. If 
Germany is willing to transform Europe into a primarily agricultural 
state, if she is wilhng to reduce the standard of living of the masses in 
Europe, she may indeed renounce the conquest of the world But is it 
conceivable that a highly mdustnahzed state shoidd voluntanly abandon 
economic progress^ In our opmion, it is not Germany, if defeated, may 
be compelled to withdraw from the society of highly industrialized states, 
but that IS certainly not the policy of her present government It would 
be a complete negation of the whole history of German mdustrial 
capitahsm On the contrary, it is the high productivity of the industrial 
apparatus, the pressure for foreign markets, and the need for satisfying 
the vital material interests of her masses that have driven Germany mto 
a policy of conquest and will continue to drive her to still further expan- 
sion tmtil she 13 defeated or has fulfilled her aim It is the dynamics of a 
fairly young, aggressive, monopolized country that is the pnmc mover of 
Germany’s expansion ^ 

6 The Control of Labour* 

It IS m the control of the labour market that National Socialism is most 
sharply diatmguished from democratic society The worker has no rights 
The potential and actual power of the state over the labour maiket is as 
comprehensive as it can possibly be The state has already reached the 
utmost limit of the labour market control. 

It might, therefore, be argued that since the freedom of the labour 
contract has ceased to exist, capitahsm has ceased to exist m Germany. _ 
Eor capitalism, one might say, is built on free labour, and free labour ' 
distmguishes capitalism from any previous economic system That is the 
view of all economists, from Karl Marx to Max Weber The view is 
certainly correct But we have to define what we understand by free 
labour and the freedom of the labour contract There are three different 
_ concepts of freedom of labour, expressing different stages m the develop- 
ment of capitalism 

Freedom can mean the mdmdual right of the worker to bargain with 
his employer on the basis of legal equality. Such freedom characterized 
liberal capitahsm and found its best expression m the lex Le Chapeher of 
the French Revolution ‘There is, ’Le Chapeher said on 14 June 1791, 
‘only the interest of the individual and the interest of the commonwealth, 
and no one is entitled to wm over citizens to the pursuit of any mterests 
that conflict with these and that alienate them from service to the state 
through the medium of corporate mterests ’ Such freedom, hostile to 
trade unions and collective bargaxrang, characterized European labour 
pohcies for decades — m France untd 1864, in Germany until 1869, m 

* On the legal and sociological aspects of the control of labour, see p 337. 



England until 1871. It meant either outright prohibition of trade uiuon$ 
or their mere toleration Such law gave the power to the worker to 
determine formally the pnce of his labour power — but it failed to take 
into account that, in relapon to him, the employer always is a monopolist 
and that, in consequence, freedom also veils exploitation 

Freedom of the labour contract may also mean the material nght of 
the labourer to detername the price of his labour power — by means of 
collective organization and bargainmg This material freedom does not 
negate the formal freedom, it merely fulfils it, formal and matcnal 
freedom do not contradict but supplement each other The matenal 
freedom of labour, to bargam with the employer on a basis of factual 
equality, was achieved by the triumph of trade unionism after the First 
World War Neither of these two types of freedom exists under National 
Sociahsm 

But there is a third type of freedom, upon which the other two types 
rest — the freedom consistmg in the mere rejection of slavery and servitude. 
This concept of free labour is polemical, directed against any kmd of 
servitude The feudal contract was a contract of faith, involvmg the 
whole personality of the worker without distinguishing between labour 
and leisure Sucb contract is incalculable and unpredictable, it controls 
man in all his aspects, it demands complete subservience In such a con- 
tract the worker does not sell himself for specific services and for a specific 
time, but for any service that might be required and for his whole tone. 
In Prussia, remnants of such feudal labour lelations existed until the 
end of 1918 The famous Genndeordnimgen, for domestic and agrarian 
personnel, granted the police the power forcibly to return the workers to 
their employers if and when they left their services m violation of their 
contractual obligations 

Freedom of the labour contract means, then, primarily a clear dis- 
tinction between labour and leisure time, which introduces the element 
of calculabihty and predictabihty into labour relations It means that 
the worker sells his labour power for a time only, which is either agreed 
upon or fixed by legislative acts It also means, though not primarily, 
that labouieis sell their time only for specific performances, which are 
defined by agreement, statute, or custom, and that they are not obligated 
to do any kind of work their employer might arbitrarily determine This 
type of freedom prevails in the peiiod of primary accumulation 

Such freedom of the labour contract sUll exists in Germany The 
labour contract is still the form that rules labour relations The distmc- 
tion between labour and leisure is as sharp m Germany as it is in any 
democracy, even though the regime attempts to control the worker’s 
leisure tone In the next chapter we shall have occasion to deal with the 
development of labour law and we shall try to prove that every attempt 
of the National Socialist lawyers to supersede the labour contract by 
another legal instrument (such as commumty relations} has failed, and 
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that all relations between employer and employee are still contractual 
ones 

' —To be sure, the identity of the basic pattern does not say much about 
the actual operation of the labour market, and it is here that the sharpest 
possible difference exists between democracies and totahtanamsm 
A free labour market does not, of course, exist when trade umons 
bargam collectively The price of labour power is not merely the result 
of supply and demand, and the pressure from industrial reserve army is 
partly oveicome Wages are also determined by the social power of trade 
umons Workeis’ organizations attempt to transform the meie legal fact 
of the fiee contract into genuine material freedom Yet we must not 
ovei -estimate the power of the unions If all their activities are not sub- 
ordinated to the interests of small aristocratic groups within the labour 
movement, and if they really strive to improve the wages and labour 
conditions of the working class, their power is extremely limited We 
maintain that their power is primarily of a defensive character This 
thesis cannot be proved heie I must content myself with the bare asser- 
tion which I believe to be true and which can be substantiated by re- 
search In the upward business cycle, wages normally increase But the 
increase is, as a whole, the natural outcome of improved economic con- 
ditions It is rather m the period of contractions that the power of the 
trade unions mamfests itself and that their influence makes itself felt It 
is always easier to defend a position than to conquer a new one The 
pohey of the German trade umons during the depression of 1931-a 
proves my contention * Though they could not prevent wage cuts, they 
could and did prevent the complete adjustment of wages to the low of the 
busmess cycle, and it was their very defensive strength that made them 
the target of mdustry It is this aspect of autonomous labour-market 
control that National Socialism has destroyed Yet it is no longer necessary 
under conditions of full employment If the effective demand for labour 
far exceeds the supply, no defensive organizations are needed to prevent 
the fall m wages , what is needed rather is offensive unions fighting to 
adjust the wage scale to full capacity It is the function of the National 
Sociahst policy to prevent such adjustment 
For in contrast to business, labour has no organization of its own 
Tliere is no autonomous organization of the workmg classes corre- 
sponding to that of business There is no organization of labour for the 
control of the labour market, correspondmg to the caitels The German 
labour front is not an autonomous organization of labour, for it does not 
consist solely of workers and employees, nor is it a marketmg organization 
We shall deal with its functions later f 
The aims of the National Sociahst labour-market pohey are clear and 
directly expressed Since two descriptions of that kmd exist,’* it is not 
necessary to add here a third one We are primarily concerned with the 
* See also p 354 f See p 337. 
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functions performed by that policy and witb its principles. They may be 
defined as : (i) the full utilization of man-power for productive purposes 
{Arbeitsewsatz) , (a) the raismg of the productivity of each mdividual 
worker and the simultaneous stabilization of the wage level 


THE UTIUZATION OF MAN-POWER 

The utihzation of man-power means two different things the intro- 
duction mto gainful employment of as many people as possible not yet 
gainfully employed, and the shift within the gainfully employed from 
mdustnes and trades where labour is not needed into other branches 
suffering from a shortage 

The number of gainfully employed rose, of course, steadily from 
17,817,000 in 1929 to 22,617,000 in January 1941 Preparedness and 
war have also led to an mcrease in the employment of women, especially 
m transportation and industry While in 1933 women constituted 
37 3 per cent of all workers employed m industry and in 1936 their share 
was reduced to 31 8 per cent, it had already reached, in October 1949, 
37 I per cent. In absolute figures, the number of employed women rose 
from 4,700,000 m 1933 to 6,300,000 in 1938 and 8,420,000 in January 
1941 The labour reserve, represented by women, is not yet ex- 
hausted, for the total number of women capable of working is estimated 
at between 10,000,000 and 12,000,000, and foi this reason, the ways and 
means of mobilizing the reserve of women are being mcreasingly 
discussed 

The labour supply was fui ther increased by the combmg-out of handi- 
craft and retail, alieady described,* and the closmg down of plants pro- 
ducing consumption goods f To these figures must be added the ^len 
workers, partly composed of workeis imported mto Germany on the basis 
of international agreements (1,100,000 in October 1940)®® and partly of 
war prisoners 

There is no doubt that although the labour reserve is scaice, it is not 
yet exhausted and three more million women can be introduced mto the 
productive process More plants pioducing consumption goods can be 
closed down and more workers from the occupied territones can be 
shifted to Germany proper 

But the policy of utilizing the available man-power to the utmost 
equally implied the mcrease in the supply of skilled labour, and that in 
turn meant the repatnation of skilled labour from other branches in 
trade and mdustry, compulsory training and the shortemng of the 
Apprenticeship period 

The pohey of transferrmg people to productive work has been brutally 
carried out, without regard to humamtanan considerations The legal 
acts on which this power rests have become more and more stringent. 

* See p 231. t See p 232. 
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They began with the decree for securing labour power of 2a June igs&f 
issued by the Four-Year Plan ofiice, which obligated every German 
cinzen to work on a fixed place for a fixed period or to submit to com- 
pulsory vocational training. The decree did not go far enough It was 
soon superseded by that of 13 February 1939,®® extending the obhgation 
to aU inhabitants of the federal territory and making the service com- 
pulsory for mdefinite periods Every inhabitant of the territory, foreigner 
or citizen, already employed or not, man or woman, juvenile or adult, 
may be summoned to do any kind of productive work for a fixed or an 
indeterminate period If he is summoned for a definite period and already 
employed, the labour contract remains m force , if he is summoned for an 
indefinite period, it lapses. The compulsory service is carried out under 
a labour contract The moment an mdividual receives an order that 
summons him to work for a specific employer, a labour contract between 
him and the employer is deemed to be concluded This contract is 
regulated by all legislative and admimstrative provisions under which the 
free labour contract stands It can be ended, howevei, only with the 
consent of the labour exchange 

The same decree also consideiably reinforced the legislation mtended 
to prevent the workers from changmg their place of employment by 
empowenng the minister of labour to make the dissolution of the labour 
-contract dependent upon the consent of the labour exchange A later 
decree forbade the ddsolution of the labour contract by both parties 
without the consent of the labour exchange; this consent is also required 
m the hirmg of workers, except miners and domestic workers in house- 
holds with children below 14 years of age.®’ 

This comprehensive regulation is, however, supplemented by others 
equally far reachmg While this act aims at increasmg the labour force 
in the economic sphere, the emergency service act of 15 October 1938 
gave the authorities the right to summon ‘inhabitants of the federal 
territory m cases of pubhc emergency or for traming purposes for a 
lumtcd time’ According to the ruling of the Four-Year Plan deputy, it is 
pnmanly the pokce wluch has received these powers The emergency 
service, being a political function, is not based upon the labour contract. 
The decree, mcidentaUy, reveals that the regime places the workers 
above the National Socialist ofificials, civil servants, or free professions 
If an employee is called for emergency service exceeding three days, the 
labour exchange has a right to protest But if civil servants, pohtical 
leaders of the party, its clerical and labour staff, employees of the health 
services, or lawyers are summoned, no notice even need be given to the 
labour exchange Only persons of less than 1 5 and moie than 70 years of 
age, mothers of minors under certain conditions, pregnant women, and 
invahds are exempt In the protectorate, only the president of the pro- 
tectorate and the president and members of the government are free 
from emergency service The army, the two S S, police troops, and the 
a8o 



aur-raid protection workers arc carcmpt by tbe vqry nature of their work.®* 
The emergency workers receive certam emoluments and family support, 
which la finely differentiated accordmg to the pievious income of the 
worker summoned to service 

We may thus say, briefly, that the worker does not enjoy any freedom. 
He cannot choose his place of work or kmd of work, he cannot leave at 
will, but, as a rule, he cannot be fired without the consent of the labour 
exchange — a protection qmte unnecessary today 

The executive agency for the full utihzation of man-power is the labour 
exchange, whose work is co-ordmated with that of other agencies by the 
defence commissioner * Tlie labour exchanges have now (since 28 Jime 
1935) absolute monopoly over employment service, thus completmg a 
development that started under the Weimar Republic 

Originally the Federal Institute for Labour Exchange and Unemploy- 
ment Insurance was a semi-autonomous body (statute of 16 July 1927), 
run by the trade unions, the employers’ orgamzations, and the repre- 
sentatives of pubhc authorities, under the control of the minister of 
labour It had a regional and a local set-up National Socialism changed 
the structure from top to bottom The provincial and local labour ex- 
changes are now simply executive agencies of the mmistry of labour 
(25 March 1939), while the head office has been mcorporated mto the 
ministry of labour Its president (the mevitable Dr Syrup) has been 
appointed secretary of state m the ministry of labour Only the financial 
administration is under a separate body, serving merely accounting 
purposes 

The device by which that control is exercised is the work book that was 
gradually extended to cover every branch of trade and mdustry Every 
employee must possess a work book m which all data relevant to his 
occupation are entered, such as apprenticeship training, former employ- 
ment It must indicate flymg experience, and training, and experience 
m agricultuial work The work book has, of course, lost its significance 
as a condition necessary to procure employment, but it is a fully de- 
veloped method for terrorization of the worker, at the same time it 
provides a means for statistically controlling the labour supply 

The regime also strengthened the power of the labour trustee, both 
as regards his power to issue wage regulations ““ and his authonty to 
inflict fines foi the violation of any of his rulmgs and orders 


FIGHT FOR HIGHER PRODUCTIVITY 

While the mobilization of the available labour supply has been 
achieved successfully, it is questionable, and far from bemg clear, 
whethei the raismg of the productivity of labour has been equally suc- 
cessful For It IS in this that the last remnants of the market mechamsm 
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arc still operating The regime cannot place behmd each worker a S S 
man who at the point of his gun forces the worker to work harder and 
faster Consequently, new methods of industrial warfare, hitherto un- 
known to German workers, have apparently risen, methods more akin to 
revolutionary syndicalism than to German trade unionism Passive re- 
sistance, the Ca’ canny, or the slow-down, one of the decisive methods of 
syndicalist warfare, attempted on a large scale first in 1895 by Italian 
railroad workers, advocated by Emile Pouget and Fernand Pelloutier of 
the French syndicalist movement, apphed successfully by the Austrian 
railroad workers m 1905, 1906 and 1907 in the form of scrupulous com- 
pliance with all traffic and security regulations, has seermngly come to 
the front in Germany The slow-down staged by the German workers is 
certainly not an open or very marked pohey, which would spell death for 
the leaders and concentration camps for the followers It consists m the 
refusal to devote all energy to work, and sometimes m the determination 
to give much less than the normal 

It IS, of course, difficult to piove our contention, since it is next to 
impossible to evaluate statistically the average output per man, and 
besides ^ere is nothing so closed and so veiled m secrecy by the regime 
as the response the regime has evoked within the working classes We 
have, however, one proof the slow-down of the miners m 1938 and 1939 
aud the resulting changes of the regime’s wage policy The aveiage pro- 
ductivity of the nuners dropped in the Ruhr distnct from a, 1 99 kilograms 
in 1936 to 1,964 kilograms in 1939,“ and with it the whole coal produc- 
tion As a result a special deputy was appointed to raise the productivity 
in the coal industry The labour time below ground was extended from 
8 hours to 8 houis and 45 minutes, but piece-work and overtime pay had 
to be mcreased by a special deciee of a March 1939 The decree 
granted the miners not only 25 per cent of the wage as overtime pay, but 
gave them an additional aoo pier cent premium foi additional increase in 
productivity' 

But apparently a new and much greater victory was won by the masses 
of the woikers during this war 

The war economy decree of 4 September 1 939 provided not only for 
price freezing but also for wage freezing To understand the wage- 
freezing decree a few introductory words are necessary The act for the 
regulation of national labour of 20 January 1934,*' the German charter 
of labour, had created the office of the labour trustee, a federally ap- 
pointed civil servant who replaced the collective agreements between 
trade unions and employers’ organizations The labour trustees received 
the right to enact tanffi, that is, rulmgs containing wage scales and labour 
conditions for a whole industry within their territory The new tanffs 
were, on the whole, identical with the collective agreements, with the 
difference, however, that they apphed not only to organized members of 
the contracting parties but to every employer and employee working m 



that specific branch of trade or industry. The tarifiS were in consequence 
minimum regulations leaving it to the individual agreement between the 
employer and the employee oi to agreements between a plant and its 
workers to improve the working conditions 
Already the decree of the Four-Year Plan deputy of 25 June 1938 
authorized the trustees to fix in certain trades (building and metal) not 
only minimum but also maximum wages in order to prevent the ex- 
ploitation of the labour shortage by employers and employees alike The 
wage-freezing provision in the wai -economy decree now gave the trustees 
the power ‘to adjust at once according to orders of the ministiy of labour 
the earmngs of labour to the conditions created by war and to enforce 
maximum wages, salaries, and other labour conditions’ The decree thus 
empowered trustees arbitrarily to mterfere with the existing structure of 
wages and labour conditions without regard to existing obligations 
Since then, it is not the mimmum but the maximum wage that has 
been the rule 

Soon, however, this new authority vested m the trustees was deemed 
insufficient A large number of acts gradually shifted to labour the bur- 
dens caused by the exigencies of war If, for mstance, m the process of 
shutting down plants, dismissals appear necessary, the tiustees may (and 
do so regularly) shorten the dismissal periods foreseen by statute, tanff 
regulation, or mdividual contracts ** It expressly forbade employers to 
pay the usual wage provisions for ovei time, Sunday, holiday, and night 
work, and mvahdated all provisions contamed in statutes, tariff regula- 
tions, or individual agreements granting paid or unpaid holidays, thereby 
destroying an achievement of which National Socialism had so much 
boasted Moreover, it empowered the minister of labour to change all 
provisions concerning labour time 

Nevertheless, at least one attempt has been made to prevent em- 
ployers from reaping profits from the abolition of overtime pay and other 
regulations They were compelled to deliver such additional profits to the 
federal tax offices, though later this duty was considerably abrogated 
All this, however, was deemed insufficient, and another executive 
decree finally created a ceiling of wages”® prohibiting rises of wages, 
salaries, and other compensations and changes in the piece-work pro- 
visions How rigidly the wage-freezing decree is carried out may be 
gathered from the tariff regulation of the labour trustee for Berlin, which 
fixes the salaries of Beilin commeicial employees ”” Not only is it pro- 
hibited to increase salaries, but even the adjustment of lower salaries to 
the new salary scale is expressly forbidden Even Christmas bonuses must 
not exceed the amounts paid the previous year i”” 

The war legislation did not stop short at wages It went out to destroy 
the whole protective legislation of labour, of which Germany was right- 
fully proud Statutes and regulations fixing a maximum working time 
for male workers and salaried employees above the age of 18 were re- 
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pealed by the decree of the rmniatenal council for the defence of the 
realm, and the admimstrative agencies were entitled to deviate from 
the whole existing labour-time legislation with regard to juveniles 
between i6 and i8 years of age They may, m urgent cases, be em- 
ployed up to 10 hours daily, not exceeding 50 hours a week Juveniles 
below the age of 16 may be employed in urgent cases, if they have to 
attend occupational training and trade schools, up to 10 hours, but when 
trainmg does not take place, up to 48 hours a week, pracbcally all 
regulations prohibiting Sunday and hoUday work for juveniles have 
been rescinded 

Hand m hand with this downward revision of wages, salaries, and 
labour conditions went the destruction of unemployment insurance — 
which, though of httle" practical value in a period of full employment, 
may at any moment be of major significance The new decree of the 
ministerial council for the defence of the lealm no longei considers 
the support of the unemployed as insurance but as help, and accoidingly 
makes it dependent on a rigid means test It is true that the new decree 
contains some impiovemcnts over previous legislation, the waitmg 
penod and the tune limit are abolished But since the benefits are con- 
siderably reduced, smee the means test is rigidly carried out, and since 
assistance may be refused if the unemployed rejects an offer of employ- 
ment, the financial obligations towards the unemployed are not great 
However, the profits that accrue to the government from the contnbut- 
tions to the unemployment assistance scheme are enormous The jomt 
contributions of employers and employees, raised in 1930 from 3 to 
per cent of the nommal wages, are retained The total atpense in 
1937, at a time when full employment had not yet been reached, was 
already 1,058,000,000 marks, of which 9,600,000 marks were spent for 
incapacity insurance, 674,300,000 for work-creation policy, 6,300,000 
for subsidizing the Saar region, while 368,800,000 were paid to the 
federal government tos in late years practically the whole mcome has 
gone directly into the federal government treasury 

Thus, It is clear that the intention of the regime at the outbreak of the 
war was not only to establish a ceiling of wages but to abolish all social 
gams made m decades of social struggles 

But it IS at this pomt that passive resistance seems to have begun on a 
large scale The regime had to give way and to capitulate on almost 
every front On 16 November 1939,*^®® it remtroduced the additional 
payments for hohday, Sunday, night, and overtime work On 17 
November 1 939,^®' it reintroduced paid holidays and even ordered com- 
pensation to the workers for previous losses On 13 Decembei 1939,^°“ 
the regime had finally to enact new labom-time legislation, and 
strengthen the protection of women, juveniles, and workers as a 
whole. The regular workmg time is now 10 hours a day, or 60 hours 
a week, though an extension of the labour time is permitted m a 



number of cases The employment of women and juveniles beyond 
the limits foreseen m the youtheprotection act of 30 April 1938 is pro- 
hibited Night work is now possible only m cxtraoidinary cases and then 
only with special permission Overtime payment is 25 pei cent, We 
cannot here go into the details of the new regulations, winch have from 
time to time been modified They signify in my view a defeat of the 
regime and a victory of the working classes This may be seen from the 
wording of the decree reintroducing payment for overtime It justifies 
the leintroduction of bonuses by the blackout, it asserts that Sunday 
work brmgs special hardships upon the workers , and that the abolition 
of additional payments was only a temporary measuie If the blackout 
had been more than a pietext, it would not have been necessary to re- 
mtroduce overtime payment for the whole teriitory The wording of 
the decree is intended to veil the defeat of the regime 
It may be true that the partial restoration of the workeis’ rights has 
primarily been the result of the ‘phoney’ war of 1939, which made it 
unnecessary to demand high sacrifices The enactment of a deciee for 
assistance of part-time employed workers seems to support this view 
The regime apparently expected that the war on the western front would 
nec^itate the closing down of many plants m the west, that, as a result, 
production in other plants would have to be stepped up, laboui time 
extended to the utmost, and provisions made for those who became fully 
or partly unemployed because of the closing down. This did not happen. 
The plants situated in western Germany worked to full capacity and the 
stringent legislation could be relaxed 

To raise the productivity of labour, the regime used not only terror and 
propaganda, but also ordinary wage incentives 
It also used other methods The shift from consumption to production 
goods^^^- and the increase m the volume of production necessitated an 
occupational shift in the working classes Apprentices had to be tramed 
and, as a result, vocational trainmg was made compulsory Certam 
branches like building and engmeering were compelled to hue appren- 
tices accordmg to a fixed ratio between journeymen and apprentices 
Skilled workers who, during the depression, had migiated to other pro- 
fessions had to return to their old ones As a result, there was a consider- 
able declme m the number of agricultural labourers The census of 1939 
showed that labour employed in agriculture and forestry diopped by 
1,145,000, that IS, by more than 10 pei cent The gap had to be filled 
by war prisoners and foreign civilian workers 
Still the decisive question whether the aveiage productivity of labour 
has increased cannot be answcied We beheve that because of the ex- 
haustion of the workers, the employment o^ too young or too old people, 
and of insufficiently trained workers, the average productivity of the 
worker wiU be lower than in 1929, despite rationalizauon and inci eased 
volume of production. 
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Labour has been delivered to authoritarian control, as completely as 
possible The labour market is regimented. 


7 Conclusion 

We have come to the end of our tiresome journey thiough National 
Socialist economies We have not explored every by-path We have not 
touched the subjects of the agrarian market and the food estate A dis- 
cussion of the lattei is today quite unnecessary, since it is now merely a 
governmental agency without any independence , the social position of 
the peasant will be dealt with in our next chapter * We have not" dis- 
cussed war financing Suffice it to say that the problems, although 
formidable, have been overcome War financing is done by revenues 
consisting piimarily of the income tax plus a war surtax of 50 per cent, 
with the provision, liowevei, that tax and suitax together must not 
exceed 65 per cent of the income , wai surtaxes on consumption goods 
(beer, champagne, alcoholic beverages, tobacco) , increased contribu- 
tions by tlic states and municipalities to the fedeial government, the 
corporation tax, which had already been raised before the war , the issue 
of government bonds , the anticipation of future tax revenues ; short- 
term boirowmg They all and more provide the financial basis for war- 
fare Full employment and the low exemptions in the income tax, the 
high liquidity of banks, mortgage banks, pnvate and social insurance 
institutions, and the government’s tight hold on the credit structure have 
made financmg of the war not an exceedingly difficult task Owing to 
full employment, national income rose considerably It must be men- 
tioned, however, that the surtax of 50 per cent does not affect the wage- 
eameis who earn less than 234 marks a month or 54 marks a week or 
9 marks a day, and they aie a huge section of the wage-earners In other 
words, the taxation policy has not shifted the burden of war financmg 
upon the laige masses, wage- and salary-earners Indeed, the wage and 
salary tax levied since 1919 has not been increased by National Socialism 
The contributions to social-insuiancc institutions have nqt been raised 
since 1 930 Only the contributions to the party and its auxiliai y organiza- 
tions constitute a heavy burden, as shall be seen later Anyhow, the 
curtailment of consumption has not been effected by taxation 
Though we have not aimed at completeness, we believe that w e have 
covered the major phenomena of German economy and we are now able 
to piece the many paits together into a whole Three problems have 
confionted us again and again 
How IS the organization runnmg^ 

What is the generatmg force of the economic system^ 

What IS Its structure^ 
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EFFiaENCy 

The present efficiency of the organization would have been impossible 
without the smoothness and completeness of the organizational structure 
of busmess already achieved under the Weimar Republic The gioups 
and chambers have here, for decades, acted as the centres in which 
mdustnal, commercial, financial, and technical knowledge has been 
pooled, deepened, and systematized The groups and chambers are the 
mediators between the state bureaucracy and the individual enterprise. 
In the rationing of raw materials and of consumeis’ goods, m rationahza- 
tion, in the allocation of public orders among busmess men, in price 
control, credit control, and foreign trade, the groups and chambeis are 
active, partly as advisory bodies, partly as executive organs to which the 
state has delegated coercive power - 

The completeness of the cartel oiganization, also achieved under the 
Weimar Republic, is another contributing factor As marketing organiza- < 
tions, the cartels have for decades studied the markets closely, followed 
every fluctuation, and were thus able to place then long experience at the 
government’s disposal In consequence, the cartels have, durmg the war, 
become privately controlled public organs, especially in the allocation of 
raw mateiial 

The efficiency of the organization also owes much to the ministerial 
bureaucracy and the complete absence of the ‘heavy hand of the trea- 
sury’ Tlje German mimstenal bureaucracy has always been lughly com- 
petent, and the experience it has gained in the railroad and postal ser- 
vices, m the Reichsbank and other public financial institutions, m the 
currency-control offices, m the federal- and state-owned industrial organ- 
izations has prepared it for the gigantic task of runmng a war economy 
of such size Credit must also be given — ^perhaps more than to any other 
factoi — to the high trammg and skill of the German worker and the 
system of occupational trammg during apprenticeship, in trade schools, 
technical schools — all of which was achieved under the Weimar Repubhc 
by the states, the municipalities, the trade unions, and, to a lessei degree, 
by industry 

The contribution of the National Socialist party to the success of the 
war economy is nJ It has not furnished any man of outstanding merit, 
nor has it contributed any single ideology or organizational idea that 
was not fully developed under the Weimar Republic 
To show m detail how the machine is operating is, however, much 
more difficult I shall try to analyze a few typical cases 
Let us take a medium-size entrepreneur. He must be a member of his 
group and of his local chatnber of mdustry and commerce, and he may 
or may not be a member of the cartel If he works unrationally, that is, 
if his production costs are too high, a number of things may happen The 
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general deputy * under the Four-Year Plan may ask hts group to inves- 
tigate. The group will report and submit its recommendation, to close 
down the plan .. or to modernize it or to let it contmue as it is If the re- 
port condemns the plant, the general deputy may execute the sentence 
indirectly or directly If the entrepreneur desires raw material, the 
Retchsstelle f or the distributmg agency f (cartel or group) or the quota 
office § (which is, as a rule, the group) will refuse it to him Or the general 
deputy may execute it directly He or the group may approach the 
mmister of economics, and the mmister of economics may make use of 
the powers vested m him by the cartel decree If the entrepreneur is 
not a member of the cartel, he may be forced to jom it, and the cartel 
may then give him no quota or an insufficient quota, or the minister of 
economics may close down the plant || 

If the report of the group recommends modernization of the plant, 
negotiations will take place with a bank to obtam the necessary capital, 
which may or may not be found The same result may be aclueved by 
a lowenng of the price structure by the pnee commissioner or the price- 
fornung offices ^ If the entrepreneur desires, or is even dependent upon 
government orders, he may or may not receive a share in pubhc orders 
by the cleanng office of the provincial economic chambers,*** or even if 
the cleanng office is wilhng to allocate government orders to him, he 
may not be able to accept because he cannot produce profitably at the 
prices allowed by government decrees ff 

If the entrepreneur runs a consumers’ goods factory (let us say, a shoe 
factory), his stock m leather will have been attached by the leather 
Retchsstelk If he wants to continue production, he has to apply to Im 
quota agency, that is, to his Retchsstelle or to his branch group, for 
leather cheque If the plant is sufficiently big and is ninning efficiently, ^ 
the application may be granted If it is refused, he must close down and/ 
may receive community help J | If he is a soap manufacturer, he has tot 
produce one of four kinds of soap, either the ‘federal standard soap’ for' 
bodily culture, or shaving soap, or one of the two existmg types of 
laundry soap If the Reichsstelle refuses him raw material because his 
group testifies that he is mefficient, he must cease production, but he 
may be allowed to contmue as a trader hvmg practically on a com- 
mission basis.**’ 

But there are other ways by whidi the machme can be put into opera- 
tion If a new factory necessary for economic warfare must be established 
or if an existing one must be expanded, the labour exchange §§ will make 
a survey within its territory m order to find out which other plants may 
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be ‘combed out’ It wiU ask the group to report, the defence commis- 
sioner * vvill co-ordmatc the activities, and some day the labour ex- 
change will command workers in urmccessary plants to leave employ- 
ment and to start in another factory f 

If the entrepreneur is a shoe retailer and needs shoes for delivery to his 
customers, he will have to apply to his Reichsstelle for rationing cards, 
which wdl be given only in conjunction with the provmcial economic 
office J He may meet with refusal and be ‘combed out’ by the chamber 
of mdustry § If he is a shoemaker and needs leather for repairs, he has 
to apply for order cards to the president of his handicraft gudd, who may 
or may not give it to him *1® He might then be ‘combed out’ by the 
chamber of handicraft and then be transferred to the proletariat || 

If the need for new mdustnal plants arises, the general deputy under 
the Four-Year Plan for his specific mdustry will investigate the situafaon 
m conjunction with the ministry of economics and perhaps m collabora- 
tion with the federal bureau of spatial research ^ The techmcal prob- 
lems will be discussed with the group The discussion wdl be contmued 
with the leadmg combine The combme may or may not desire to start 
construction of this new plant If it expresses such a wish, the problem 
of financmg wdl be discussed. The Rcichsbank ** and private banks m 
conjunction with the combme will deade whether the plant should be 
financed out of undistributed profits tt or whether banks should advance 
the money, or whether the capital market should be approached, or, 
finally, whether a decree should be issued for commumty financmg of the 
new undertaking + J Problems of techmcal equipment, of location, and 
of financing will be discussed by the groups and cartels and combines and 
federal officials The Reichsstelle m question will be asked to clarify the 
problem of raw material supply, and the relevant labour exchange that 
of labour supply Once the decision has been reached, the machinery 
will be set into motion 

From this summary it will be clear that the intertwinmg of business, 
self-governmental agencies, and governmental agencies achieved what 
appears outwardly as a higher amoimt of org^mzational efficiency, 
though, of course, antagonisms and conflicts will be operative under the 
surface 


PRorrr motive 

What, however, is the generating force of that economy patriotism, 
power, or profits^ We beheve that wc have shown that it is the profit 
motive that holds the machinery together But m a monopohstic system 
profits cannot he made and retamed without totahtanan pohtical power, 
and that is the distmctive feature of National Sociahsm If totahtanan 
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political power had not abolished freedom of contract, the cartel system 
would have broken down. If the labour market were not controlled by 
authoritarian means, the monopolistic system would be endangered , if 
raw material, supply, price control, and rationabzation agencies, if credit 
and exchange-control oflSces were in the hands of forces hostile to mono- 
polies, the profit system would break down The system has become so 
fully monopolized that it must by natme be hypersensitive to cyclical 
changes, and such disturbances must be avoided To achieve that, the 
monopoly of political power over money, credit, labour, and prices is 
necessary 

In short, democracy would endanger the fully monopolized system 
It IS the essence of totahtaiianism to stabihze and fortify it. This, of 
course, is not the sole function of the system The Nahonal Socialist 
party is solely conceined with establishmg the thousand-year rale, but to 
achieve this goal, they cannot but protect the monopolistic system, 
which provides them with the economic basis for political expansion 
That 13 the situation today 

It IS the aggressive, impeiialist, expansionist spirit of German big 
business unhampeied by considerations foi small competitors, for the 
middle classes, fiee fiom contiol by the banks, dehveied fiom the pres- 
sure of trade unions, which is the motivating force of the econonuc sys- 
tem Piofits and more piofits aie the motive power It is, indeed, in the 
words of Majoi -General Thomas, the most daring and the most enter- 
prising industrialist who wins and shall wm * It is as though Mande- 
ville’s contention that private vices are public benefits had now been 
raised to the rank of supreme principle— not foi the masses, not for the 
retailers, wholesalers, and handicraft men, not for the small and middle 
business-men, but for the great mdustnal combines As regimentation 
spreads, as price control becomes moie efficient, as regulation of the 
credit and money market becomes more stiingent, as the government 
strengthens the monopoly of the capital market, and as foieign trade 
evolves mto a political operation, the need to make profits becomes in- 
creasmgly urgent Piofits arc not identical with dividends Piofits are, 
above all, salaries, bonuses, commissions for special sei vices, over- 
valuated patents, licences, connections and good will Profits are espe- 
cially undistributed profits 

Each of the regimenting measures tends to play into the hands of the 
monopoly profiteeis Each technological process, each invention, each 
rationalizing measure strengthens their power German coal-mining, 
foi instance, seems to stand today before an industrial revolution, the 
introduction of the so-called ‘iron minei’, but German periodicals in- 
sist that only big plants will be able to carry out full mechamzation 

With all this the party does not interfere The period of party mtci- 
ference m economics has ended long ago 
* Seep 258 
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‘The organization of the economy is an institution below the state 
It IS not a gi oup or an affiliated organization of the paity. This does 
not mean an expiession of lack of interest by the party Such interest 
follows principally from the fact that the whole economy, too, has to 
follow the National Socialist philosophy of life But it means that the 
party restricts itself to questions of philosophy of life and the selection 
of leading personalities in the organization of the economy, and that 
It leaves all techmcal questions of detail of the economic policy to the 
state Whether one allocates foreign currency and grants claims for 
international clearmg, whether one fuithers compensation trade or 
ordinary export busmess, how and whether one exports whether 
borrowmg or self-financing is to be prefeired — all these and many 
other questions of technical and organizational expediency must be 
decided by the state ’ 

That IS the view of the official commentator of the National Socialist 
economic organization The party receives a compliment, but it must 
not interfere with the economy The relation between the party and the 
economy is identical with that between the party and the inner adminis- 
tration, which has found the best expression in the decree * that leaves 
the leadership of the morale of the people to the party and the coercive 
machinery to the civil seivice It would, therefore, be wrong to assume 
that there exists a dual rule m the economy, one of the party and one of 
the state In our opinion, the veiy fact that the party is so completely 
excluded fiom the control of economic power positions led to the 
foundation of the Goimg works 

STRUCTURE 

What IS the structure of the economic system^ It might be instructive 
to tianslate an editorial ,in the Deutsche Volkswtrt,^^^ written on the 
occasion of the foundation of the Continental Od Corporation f 

‘The most competent lepresentatives of the new Geiman state and 
the most faithful guardians of the National Socialist ideals have, from 
the very beginning, stressed the principle that the state should merely 
steer the economy, but leave economy itself to the piivate initiative of 
the entrepieneui, based on private property and the efficiency prin- 
ciple To invoke such declarations would be tiresome if the un- 
eqmvocal clarity of the prmciplc did not stand in strange contrast to 
the permanently arismg doubts about the actual fate of private 
economy 

‘A realistic; study of the situation confirms that small business and, 
m fact, the whole trade (perhaps with the exception of special tasks 
in foreign trade) and liandicraft are the exclusive domain of private 
* See p 65 t See p aaG 



activity. But even in the industrial sector, the position of the private 
entrepreneur including large middle-sized plants is practically un- 
contested and not endangered; from the beginning, the isolated 
activity of public authorities m this field has always been the exception 
which con&ms the rule Only m the realm of big enterprises’ and 
giant plants do phenomena appear which could induce us to express 
a fundamental concern over tire fate ofpiivate economy 
‘ . Two developmental trends cause in many places scepticism 
about the durability of the prmciple of piivate economy m big in- 
dustry The first comes from above and concerns its direct relation 
to the state. To execute its programme the grossdeutsche Retch 
had to demand from the economy performances which . exceeded 
the ability even of big private enterprises . The Hermann Gormg 
works, the people’s car works, and now the people’s tractor woiks may 
be quoted as examples It is, however, so it is very often argued, the 
solution of new economic problems which forms the veiy field of 

activity of private entrepreneurial initiative If the demands 

which the state has to make upon the giant mdustry sector exceed the 
possibilities of private activity, does this not spell the end of piivate 
big industry? Is it possible that the mdustiial enterprises of the state, 
despite their limited number, aie not mere exceptions from the lule, 
but the first symptoms of a fundamentally new development^ 

‘The second developmental trend . comes from below It con- 
cerns die relation between the enterprise and the shareholder. . • . 
It is a fact that the hvmg ties between the jomt stock corpora- 
tion and the broad stratum of the small and free shaieholders have 
gradually loosened The sole lemaining tie is the yearly distribution 
of profits , but dividend policy has become more and more mdependent 
of the actual economic policy New blood and new shares could hardly 
flow mto the corporations The shareholders’ interest in the enter- 
prises has been depnved of its hvmg character and reduced to a mere 
phantom of juristic construction . . 

‘Thus we witness from above- the takmg over of entrepreneurial 
tasks by the state from below, the dissolution of the ties between big 
mdusti-y and the pubhc, which are based on the concept of property 
‘However, the announcement of the federal minister of economics 
at the shaieholders’ meetmg of the Reichsbank signifies a break m the 
development thieatcmng the existence of pnvate big mdustry The 
clarification of the capital stiucture of joint stock corporations wdl 
abolish the unclear conceptions of the broad public . and wdl 
theieby mciease its mteiests in the corporations ''' This break will be 
strengthened and widened f by a remarkable positive measure which 

* Meant is the speech which we mentioned on p 260, where Funk made it 
appear likely that the nominal value of capital could be raised 
t Itahazed m the ongmal — N 



- National Socialist economic policy now makes with the establishment 
of a giant corporation, namely Continental Oil Corporation,* in which 
the chairmanship of the supervisory board has been taken over by 
the mmister of economics, and in which private big industry and small 
capital owneis form a unified * front 
‘The view that the foundation of the Continental Oil Corporation 
has stiengthened piivate economy actively in the sector of big industry 
IS not contradicted by the fact that the state itself has actively par- 
ticipated m this foundation, because of two facts The Continental Oil 
Corporation will not be concerned with the production of fuel in the 
old federal territory in the hand of private industry The tasks of the 
new corporation he beyond the frontiers of the Reich . . These 
tasks require a settlement among private and political interests. 
. In addition, the political importance of oil and geological . . . 
factors create risks * which cannot be borne solely by the private 
economy 

‘The very leasons which justify the active participation of the state 
m the Gontmental Oil Corporation contribute additional clarity to 
the fundamental importance of the decisive participation of the Ger- 
man big enterprises in the oil and coal industry . For it is now 
obvious that the future political * new order . will give [private 
industry] possibilities and tasks for far-reachmg collaboration . ’ 
We apologize for so long a quotation It has the merit of indicating 
the trend so clearly th^t no comments are necessary 

THE FAILURE OF DEMOCR.'tTIC PLANNING 

The question arises why such steered or controlled economy, why such 
‘planning’, if we may use the word, has not been carried out under demo- 
cratic conditions and by democratic methods The reasons for the failure 
of democratic planning and collectivism in Germany seem to be both 
economic and political ‘Plannmg’ becomes necessary (this, too, is mdi- 
cated m the quotation above) because industry refuses to make new m- 
vestments that requiie huge capital and that are, moreover, extremely 
risky The risks involved are twofold political uncertainty, which leads 
to economic uncertainty, and economic depressions, which lead to the 
disintegration of political democracy 
The parhamentary system may at any time give rise to forces hostile 
to the monopolists, who are contmuaUy threatened by heavy taxes, above 
all, taxes on undistributed profit, by a loosciung of the system of pro- 
tection, by ‘trust busting', by thepossibihty ofmdustrial disputes. All tins 
leads to the well-known investors’ strike, the refusal to expand because 
pohtical uncertamty may endanger returns on the investment, Pohtical 
uncertamty creates economic instabihty If the state does not fully con- 
♦ Italicized m the origmal — ^F. N. 



trol money, credit, and the foieign trade, the business cycle iannot be 
stabilized A down-swing would lead to the collapse of the ovei -capital- 
ized monopoly structure In these conditions the co-oidination of all 
regimentation measures by the state seems inevitable and necessary 
Tlaeie eiusted, of course, an abstract possibility of entrusting such co- 
ol dination to paihament The Get man tiadc unions pioposed a number 
of such plans , the Fiench Populai Front and the Belgian Labour party 
developed similar plans, and Roosevelt’s New Deal paitly caiTied them 
out. All European attempts failed and Roosevelt’s New Deal succeeded 
in part because the country is iich and its reserves, which have been only 
paitially tapped, aie far from being exhausted 
Democratic planning failed because demociatic planmng must satisfy 
the needs of the large masses — and that is the very leason why democracy 
should take up planning To satisfy the demands of the large masses, 
however, means to expand oi at least maintain the consumeis’ goods 
industi y , this necessarily restricts the piofits of heavy industry More- 
ovei, in the dyamics of the democracy one achievement of the masses 
will lead to further demands One example under democratic condi- 
tions, an arch leactionaiy and industual die-hard like Kiupp would 
nevei have gi anted his woikers the concessions they demanded They 
would have infringed upon his being master in his own house They 
would have given rise, so he feaied, to more and moie dangerous de- 
mands Under totalitai lan conditions, he will not hesitate to fulfil certain 
demands, because democratic automatism has ceased to function 
Democratic planmng must co-ordinate the many particular interests 
of retail and handicraft, of small, middle, and big business-men, of the 
peasants, civil servants, workers, and salaried employees A democracy 
cannot simply annihilate, ‘comb out’, the inefficient producei and 
trader It cannot enslave the workers It cannot simply transfei the 
middle class into the proletariat , this would meiely strengthen the anti- 
democratic trends and contribute to the growth of fascism 

Democratic planning, also, enlarges the power of the state , it adds the 
monopoly of economic coercion to the monopoly of political coercion 
The more powerful an instrument becomes, the more precious it is The 
monopolists could fear that if democratic groups had contiol ovei the 
state they would stiive to mcrease the welfare of the masses and cut 
down profits 

II^the case of Germany, additional reasons weie the bankruptcy of 
the leadmg political parties, of the social democrats, and of the tiade 
unions who were motivated by cowardice, led by incompetent leaders, 
and who prefen ed abdication to a fight We must remember that the 
Catholic Centre party, never a homogeneous group, discovered m 1930 
that It had a reactionary wing as well as a democratic , that political 
liberalism m Germany had died many years ago , that the Communist 
party, incompetently led, wavered between dictatorship of the prole- 
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tanat, revolutionary syndicalism, and national bolshevism, and thereby 
weakened \he working classes It is also significant that the army, the 
judiciary, and the civil services organized a countei-revolution the very 
day on which the revolution of 1918 broke out. 

The ruling classes refused to give the power over the economy to a 
democracy To them, democracy appeared ‘as a species of social 
luxury’, to use the words oi Carl Becker — but they did not hesitate 
to give aU economic power to a totalitaiian regime Thyssen,t^"® Kirdorf, 
and others paid the debts of the National Socialist party in 1932, and 
today It IS no secret that industry financed the paity in the past, this is 
openly admitted by Deutsche VoVcswirt The homes of the industrial 
leadeis were open to Hitler and Ley, to Goring and Terboven Baron 
von Schrodei, the owner of the Cologne Banking house J H Stem, 
arranged ihe reconciliation between Hitler, Papen, and Hindeiiburg on 
4 January 1 933 It is, of course, correct to say that National Socialism 
failed to keep many of the pionuses to the mdustnal leaders So it ap- 
pealed at least to Thyssen, who, ncvei very intelligent, accepted the non- 
sense of the guild state and social monaichy at its face value 

National Socialism has co-ordmated the diversified and contradictory 
state interferences mto one system having but one aim the pieparation 
for impel lahst war This may now seem obvious For years it did not 
appeal so to the outside world, and it gives a certain satisfaction to the 
author that as early as 1935 he formulated the aim of National Socialism 
in the following tei-ms ‘Fascism is the dictatorship of the Fascist [National 
Socialist] party, the bureaucracy, the army and big business, the dic- 
tatorship ovei the whole of the people, for complete organization of the 
nation for imperialist wai Once this aim is recognized, the economic 
structure is clear Preparation for totalitarian war requires a huge ex- 
pansion of the production-goods industry, especially of the investment- 
goods industry, and makes it necessaiy to sacrifice every particular 
economic inteiest that contiadicts this aim That involves the organiza- 
tion of the economic system, the incorporation of the total economy into 
the monopolistic structure, and, though we use the word with reluctance, 
planmng This means that the automatism of free capitalism, precarious 
even under a demociatic monopoly capitalism, has been severely re- 
stricted But capitalism lemains 

National Socialism could, of course, have nationalized private industry 
That, It did not do and did not want to do Wliy should it? With regard 
to impenallst expansion, National Socialism and big business have 
identical interests National Socialism pursues glory and the stabiliza- 
tion of its rule, and industry, the full utilization of its capacity and the 
conquest of foreign markets German industry was willing to co-operate 
to the fullest It had nevei liked democracy, civil rights, trade unions, 
and public discussion National Socialism utilized the daring, the know- 
ledge, the aggiessiveness of the industrial leadership, while the industrial 
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leadership utilized the anti-dcmocracy, anti-liberahsm and anb-umonism 
of the National Socialist party, which had fully developed the techniques 
by which masses can be controlled and dominated The bureaucracy 
marched as always with the victorious forces, and for the first time in the 
history of Germany the army got everything it wanted 
Four distmct groups are thus represented in the German ruhng class • 
big industry, the party, the buieaucracy, and the aimed forces Have 
they merged into a unit? Is the ruling class one compact body? Is their 
rule integiated within and accepted by the masses'* What ate their 
methods of mass domination? These are the final problems that we 
must consider 



